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SUMMARY 


Concern has been expressed by the Canadian and provincial dental 
associations and by individual dentists that the protective tariffs 
applied to imported, dutiable dental supplies add significantly to 
the aggregate cost of dental care for Canadians in relation to the 
minimal job protection and stimulation of domestic industry achieved 
by the tariffs. This concern was aroused by the re-imposition of 
duties sini the October..28;, 1980) federal, budget on a) major group .of 
dental supplies (e.g. filling materials) which are used in dental 
reconstructive surgery. The re-imposition occurred at a time when 
the price of one of the principal materials affected, silver 
(amalgam) alloy, had reached an unprecedented and, as it turned out, 
peak level. 


The removal of the tariffs had resulted from a successful appeal 
Gos the slariftft,.Board in. February 19/9, ‘in«which it was agreed that 
these restorative dental materials qualified as duty-free under 
tariff item 47810-1 (or 47900-1) as materials used in reconstructive 
surgery. In the October 28, 1980 budget these dental materials were 
removed from the duty-free status they had enjoyed since November 9, 
1979 (about 11 months) when tariff item 47810-l1 was amended 
specifically to exclude dental prostheses. This > sexplicit: saction 
restored the practice of applying tariffs to these dental materials 
as had been done for at least 16 years prior to 1979. 


Because of the debate surrounding this issue and the uncertain- 
ties about the actual health cost impact of the tariffs, dental 
researchers at the University of Toronto were asked by the Department 
of National Health and Welfare to conduct an independent study on the 
effect of the protective tariffs on Canadian dental care costs and on 
the sources of increasing costs of providing care. Also, the 
tariffs' influence on national and international economic considera- 
tions was to be studied. 


To accomplish these goals private dental practice (provincial 
dental associations and practising dentists), public, direct service 
dental programs and the dental trade industry were surveyed. A 
health economist was asked to examine the broader economic questions 
contained in the study's terms of reference. 


The impact of the protective tariffs on costs was estimated by 
using these three different approaches and sources. The total retail 
market in Canada for consumable supplies and materials, instruments 
and equipment is about $150 million annually, of which $55 million is 
for consumables. Imported materials, especially from the United 
States, comprise about 64 per cent of the products used by dentists 
and a variety of other dental personnel and by dental laboratories in 
Canada. Most imported instrument and equipment, and some consumable 
supplies are duty-free. The trade structure involves wholesale and 
retail markups on consumable supplies which for the imported dutiable 
goods exaggerate the effect of the duty beyond that actually 
collected by government. 


In the retrospective analysis of data from the private dental 
practices surveyed the duty on all imported supplied per dentist per 
year was between $178 and $331, depending on whether only the govern- 
mental duty ($178) or this plus the industry's markup ($153) on this 
duty was considered. These duty costs represented, respectively, 
about "2.8% to-).22° of total’ supplies’ or) 0,18 7to0.5 92) of errocs 
income. Nationally these costs would amount to from $1.7 to $3.1 
million. (These costs, however, do not include the later-mentioned 
duties for imported materials utilized in dental laboratories which 
are passed on the patients in the bills for prosthetic appliances.) 


A similar retrospective analysis of three public, direct service 
dental programs during two of eight program years indicated that 
expenditures on dental supply items were 10% to 114 higher because of 
the protective tariffs. This would translate to between 0.32% and 
0.46% of individual program year costs (and 1.2% in one instance). 
In one such program it was shown that the reconstructive surgery 
tariff items would have resulted in an increase of about 3l¢ over the 
reported cost of $69.90 per enrolled child. 


Using the new (lower) dental tariffs proposed in the 
November 12, 1981 federal budget, the future impact on dental care 
costs was estimated with data provided by Canada's dental trade and 
laboratory-industries. The estimated duty collected annually by 
government would be $260 per dentist or $1.96 million nationally. In 
making these estimates about one-third of these costs was attributed 
to the imported supplies and materials used directly in dental 
practice, and the other two-thirds arose from the imported materials 
used by dental laboratories in the fabrication of prosthetic appli- 
ances. It is estimated that the duty and the industry's markups on 
this duty will average to about $440 per active dentist and that 
$3.26 million will be passed on to patients. Overall, the duty costs 
to be passed on to patients appear to be from $1.96 to $3.26 million 
annually. This represents between 0.17% and 0.33% of the estimated 
total annual dental expenditures in Canada of $1.2 billion. 


In summary, the examination of the industry showed that the 
potential Canadian market is small and may shrink further with future 
improvements in oral health status and in materials. Therefore, 
domestic manufacturers must export their products and/or become 
localized and highly specialized and/or capture a very large share of 
the Canadian market to survive. Thus protective tariffs are only one 
of many factors that have to be considered in the decision to manu- 
facture in Canada. 


In both public and private practice salaries were found to be 
the most significant factor in the increasing costs of providing 
care. The cost of dental supplies had a relatively much lower 
influence. 


The examination of the economic questions showed that there were 


some advantages to dental care providers arising from domestic pro- 
duction. These included the possibility that the domestic production 


of materials, which have a fairly large share of the market, may 
provide an incentive for importers to keep their prices similar to 
the Canadian price. Also, the availability of domestically produced 
goods may protect dental care providers against fluctuations in 
foreign exchange rates. However, in regard to Canada's balance of 
trade, the domestic dental market is so small that it cannot be 
identified in relation to the overall picture. Nevertheless, it is 
believed that the re-imposition of the tariffs did prevent our 
foreign trade balance from worsening. 


Thesetaritfs may apparently add from’ *$2)%to0!9$323. million: to 
Canada's annual dental care costs. This is less than one-half of one 
perk cent of the nation s current dental bill. The tariffs do offer 
and have the potential to offer in the future other possible 
counter-balancing benefits (small and indeterminate though these may 
be) directly to Canadian industry and to dental care providers. On 
the other hand, if tariffs were removed the potential loss of jobs in 
manufacturing amalgam, denture materials, waxes and other consumables 
and the loss of a made-in-Canada price and of a secure Canadian 
supply of these materials are negative aspects that must be con- 
sidered. On balance the tariffs are seen as necessary to encourage 
domestic manufacturing in the small Canadian market. 
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1.0 


1. INTRODUCTION AND BACKGROUND 


Summary of the Organizational Structure of Dentistry in Canada 


There are approximately 11 000 to 12 000 licensed dentists 
in Canada, not all of whom are in active practice. About 10 
per cent of these dentists are certified specialists. Although 
public, direct service dental programs operate to varying 
degrees in most regions of Canada, most of the dental care is 
provided by independent private practitioners operating on a 


fee-for-service basis. Probably most dentists operate solo 
practices although group and cost-sharing arrangements are 
increasing. Practice incorporation is growing and in some 


provinces 50% of dentists are incorporated. 


The Canadian Dental Association is a federation of the 10 
provincial dental associations/societies/colleges. In eight of 
10 provinces these provincial bodies serve the dual functions 
of voluntary professional association and control of licensure 
and other dental regulations. The Canadian Dental Association 
has 8500 dentist members. 


Perhaps the most significant feature of the dental care 
System in Canada is the rapid increase in third party involve- 
ment in the provision of dental care, either through private or 
publicly-funded dental insurance plans or through direct ser- 
vice plans using salaried personnel. Private dental insurance 
has grown since 1970 when less than two per cent of Canadians 
were covered to the point in 1981 where about 50-60% of the 
total population in some larger provinces is covered. In 
addition, some form of provincially-funded denticare operates 
in eight of Canada's 10 provinces. In most instances these 
programs insure only children of specified ages, but in others 
additional groups are covered, depending on age and other 
factors. In all eight of these provincial plans the care is 
provided by general practitioners, but in three of the programs 
the care is also available directly through salaried personnel. 


The federal government also employs dental personnel to 
provide care to the Canadian Armed Forces and a large propor- 
tion of the native people (Status Indians and Inuit). 


Another feature of dental care provision is the higher 
emphasis on, and practice of prevention relative to many other 
professional health groups. This occurs in private practice 
but is particularly noticeable in a number of provinces which 
have active, community-based, dental public health programs. 


Del 


What do all these dental services cost in total? Current 
accurate figures are not available; however, just over 
1.2 billion dollars annually would be a good estimate.* 


Although the provision of dental care is highly labour 
intensive, none of the dental care programs mentioned above 
could operate without proper dental equipment, instruments and 
supplied nor, in many instances, without the support of the 
specialized services of dental laboratories. Therefore, the 
dental manufacturers, traders and suppliers, and the dental 
laboratories are integral parts of the dental care system. 
This dental industry is described in detail later in this 
report. Besides the need to mention this industry here because 
of its connection with the dental care system, there is another 
important reason. Since perhaps as much as 90 per cent of the 
dental equipment, instruments and supplies used by dental 
personnel in Canada is imported, questions of import tariffs 
and their impact on the small domestic dental manufacturers and 
dental care costs arise naturally. Dental tariffs are the 
topic of the next section in this introduction. 


Brief History of Dental Tariffs and the Dental Tariffs Issue 


Most imported dental instruments and equipment are duty- 
free. Some dental supply items are dutiable and others are 
not.* Many of the supply items that are duty-free are classi- 
fied under tariff item 47600-1 which covers such things as 
x-ray film and surgical and dental diagnostic articles. How- 
ever, many of the imported day-to-day consumables such as paper 
and cotton products, impression materials, rubber dam, waxes, 
plaster and acrylics, etc. are dutiable, usually according to 
the type of material they principally contain. In addition, 
imported materials such as amalgam alloy, composites and pins 
used in dental reconstructive surgery (i.e., restorations, 
crowns) that remain in the mouth as part of a dental prosthesis 
are dutiable.** 


*Dental expenditures for 1979 were (provisionally) estimated to 
be $1.09 billion, excluding denture therapist and denturist 
services and most preventive public health services. Source: 
Medical Economics Section, Information Systems Directorate, 
Policy Planning and Information Branch, Department of National 
Health and Welfare. October 1981. 


**These comments ignore the changes in some dental tariffs 
contained in the November 12, 1981 federal budget since the 
tariffs and issue we are describing concern the rationale 
behind this study. 


1.2 


On the basis» of an appeal the Tariff Board ruled in 
February 1979 that these latter dental materials (amalgam 
alloy, composites, pins and screws, etc.) were duty-free in 
that they qualified under tariff item 47810-1 or 47900-1, along 
with medical and surgical materials as materials used in recon- 
structive surgery. Effective November 9, 19/79 these materials 
were specified as duty-free. This lasted until the October 28, 
1980 budget -- a period of about eleven and one-half months -—- 
when tariff items 47810-1 and 47900-1 were amended to exclude 
specifically dental prostheses. 


Opposition to this re-imposition of the tariffs was led by 
the Canadian Dental Association, with the support of provincial 
dental associations and individual dentists. As found in 
Appendix 1 of this report, the Brief* prepared by the Associa- 
tion for presentation to the Standing Senate Committee on 
Banking, Trade and Commerce stressed, among other reasons for 
its concern, that the re-imposition of the import tariffs on 
materials used in dental reconstructive surgery increased 
Canadian dental care costs in the aggregate by perhaps 3 to 5 
million dollars annually;** discriminated against dentistry 
since medical materials for reconstructive surgery are duty- 
free; and offered protection primarily to one manufacturer of 
alloy actually employing very few Canadians relative to the 
patient cost impact. 


Because of the debate surrounding this issue and the need 
for more detail as to the dental care cost impact of dental 
tariffs (about which there were some strong differences of 
opinion), officials in the Department of National Health and 
Welfare identified in August 1981 a team of three dental 
researchers from the Faculty of Dentistry, University of 
Toronto to study this matter and report upon it by December 31, 
1981. The study was to have the following terms of reference. 


Terms of Reference 


1. The primary objectives of this study are to identify the 
impact that federal protective tariffs imposed on dental 
materials and products have in terms of: 


*The appended brief of the Canadian Dental Association should 
be consulted for the specific points of which this is a short 
summary. A more detailed discussion of certain aspects of the 
historical background will also be found in the C.D.A. brief. 


**The actual figures of 3 to 5 million were contained in the 
transcript of the discussions during the presentation of the 
Briete (seems. Ge). Aseeoctober 198 h)% 


a) the costs of dental health services in Canada, including 
the cost of dental health services delivered through 
private »@dentale@'*practiicesmm@andBeypubercedental® | care 
programs, and 


b) national and international economic implications, 
including: 


i) the effects in the area of securing Canadian sources 
of supply of dental materials and products; 


ii) the effects on present and future costs of dental 
materials, product and services; 


iii) the effects on international trade agreements; 


iv) the effects on the costs of supplies and materials 
sold in Canada by multi-national corporations; 


v) theieffects’ on “the balance "of" “trade: between” Canada 
and other countries. 


2. A secondary objective is to identify the sources of 
increasing costs of providing dental health services. 


It should be noted that the above terms of reference refer 
to dental tariffs in general, not just those involving recon- 
structive dental surgery. 


Particularys inmesrespect setorslerm MmorhiReferencem 14Gb) 
(national and international economic implications), the study 
team was given the opportunity to add a health economist, as a 
consultant. Subsequently, Dr. Pran Manga of the University of 
Ottawa was identified for this task. 


As a postscript to this dental tariff scenario, it should 
be noted that the federal budget of November 12, 1981 indicated 
that a number of alterations (decreases) will be introduced in 
the tariffs applicable to materials involved in dental pros- 
theses and used in dental reconstructive surgery. This listing 
of changes reached us early in December 1981 and the changes 
are, as of this date, not law. Therefore, this is presented 
here for information only; the terms of reference as outlined 
above largely have been followed relative to the situation as 
it existed in August 1981, the starting date of this study. 


1.3 The Present Report 


The organization of this report reflects the assignments 
given to its three principal authors and economic consultant 
arising out of the terms of reference. Dr. Lewis leads off by 


describing his study approach analysis, and findings relative 
to private dental practice. Im the following chapter Dr. Leake 
reviews his methodology and the findings from his assessment of 
dental tariffs and direct service public dental programs. Next 
Dr. Smith describes the dental industry and dental laboratories 
just mentioned and the relevant statistics provided by them. 
This is followed by Dr. Manga's discussion of specific terms of 
reference from the perspective of a health economist. 


The report ends with a summary which draws together many 
of the important points and conclusions raised in separate 
chapters by the individual authors. 
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2. PRIVATE DENTAL PRACTICE 


D.W. Lewis 


Purposes of the Private Dental Practice Component of the Study 


These concern the study's terms of reference involving: 
(1) the impact of the import tariffs on the costs of dental 
health services provided through private dental practice; and 
(2) widentifiicationslofie the sources™ orsfincceasings) costs 1Ob 
providing dental health services. 


Primary Data Sources 


A search of the relevant published Canadian literature 
revealed little information of help to the achievement of the 
above two goals. Therefore, dental associations and, sub- 
sequently, private dental practitioners were approached. 


Provincial Dental Associations 
Methods of Approach and Co-operation Received 


All provincial dental associations were sent letters 
describing the nature of the study and our need to receive data 
about practice expenses and dental supply cost components from 
provincial dental practice surveys or other special studies 
they had conducted, and the process of fee setting utilized. 
Following this the executive directors of six provincial dental 
associations were visited to further explain these needs and 
examine what data actually are available. Eight provincial 
associations agreed to provide selected data on the condition 
that the individual province would not be identified. Thus, 
these data must be merged into single aggregate, “national” 
figures (or ranges), or otherwise be suitably masked. These 
eight provinces represent each of the geographic regions of 
Canada (eastern, central, western) and nearly 95 per cent of 
Canada's! 11.0) 7/63 “active, (licensed dentists in #9/9M@labplenow 
Canada Health Manpower Inventory, 1980). 


The?» Canadian “‘Dentall “Association (GC. DeA.), awasteralso 
approached regarding the study and subsequently expressed its 
Support in “writing. The Association's submission to Senator 
Hayden's Committee on the dental tariff issue was provided to 
us by the C.D.A., along with the published text of the proceed- 
ings related to this submission. The C.D.A. has agreed that 
their submission, as presented by Dr. R. Hicks of Vancouver, be 
appended to this report (Appendix 1). 


2elir2: 


Available Data 


Each of the co-operating provincial dental associations 
provided breakdowns of the various annual major categories of 
practice expense (salaries and wages, laboratory charges, 
dental supplies, etc.) on a per cent distribution basis and, in 
some instances, on an actual dollar basis as well. In some 
provinces these data were available for the five-year period, 
L9/Ositot 98. 0vorselonger;.and efor athe othersy from. ones:to: four 
years. None of the provinces has available special studies 
involving the decomposition of dental supply expenses into less 
aggregate sub-components such as anaesthetic, alloy, burs, 
etc. (This information was therefore obtained at the indivi- 
dual dentist level - see following section.) Information on 
each co- operating province's fee-setting process was obtained, 
and the estimated utilization of provincial fee guides by 
dentists was determined for several provinces. 


Private Dental Practitioners 
Methods of Approach and Co-operation Received 


Previous experience with mail questionnaires to dentists 
made it clear that a direct, personal approach, rather than a 
mail survey, was required to get the required details on dental 
supply expenditures. Thus, personal interviews with dentists 
were arranged in some instances to discuss the possibility of 
data collection. In others, this was discussed on the tele- 
phone following introductory correspondence. Eventually 12 
general dental practices in four provinces (eastern, central, 
western) were visited for data collection purposes. Twenty-one 
(20.5) full-time equivalent dentists were employed in these 
practices. In addition, statistics on silver amalgam alloy 
consumption were obtained from three dentists in another 
province and two others provided special study information. 


Every dentist approached agreed to co-operate; however, it 
must be emphasized that these dentists in some instances were 
known to the author and, in others, were identified as likely 
candidates by provincial dental association personnel. 
Although this is a selected rather than a random sample of 
dentists, they were purposefully chosen to include solo and 
group practitioners who were known (or thought) to be of varied 
productivity. Also, they practised in communities of varied 
population size in, as mentioned earlier, five provinces. A 
national, random mail questionnaire would almost certainly have 
resulted in a poor return and many incomplete responses because 
of the sensitivity of the data and (as we discovered) among 
other reasons, the amount of work required to retrieve it. 


As with the dental associations, the private dentists 
agreed to provide data if anonymity and confidentially were 
maintained. 


Available Data 


None of the dentists visited had conducted special studies 
to break down their dental supply expenses into less aggregate 
subcomponents that would permit analysis of the relationship 
between domestically-produced and imported items, and the cost 
of the duty for dutiable imported items. Utilizing what was 
typically available: tin Gprivate tpractice »"a trial’ rumati cone 
practice revealed that the best approach would be to do a 
survey of the consumable dental supplies and material purchases 
in a given time period using purchase invoices. This inventory 
of purchases entailed recording the quantity, class of product, 
trade name and cost for each consumable item.* The time in- 
volved in this search and recording process was considerable so 
this survey had to be limited to all consumable purchases made 
in one calendar year (1979 or 1980) for 11 practices and in two 
years for another. 


Because of stockpiling and episodic purchasing, itemized 
purchase data covering only one year clearly do not represent 
the average annual consumption of each item. However, to the 
extent that supply costs are really considered by dentists as 
one factor in their pricing of services (or by their provincial 
associations in suggesting fees), it was realized, upon reflec- 
tion, that the annual tax-recorded supply purchases, not actual 
usage per item, would be the pricing determinant considered. 
Also, the limitation of uneven purchasing practices created by 
having data covering only one year may be partly mitigated when 
these data are aggregated over all 12 dental practices. 


Mean annual amalgam alloy consumption for periods covering 
the past one to four years was estimated from the records pro- 
vided by each of the 15 dental practices representing 24 
dentists. 


No output data describing, for example, the quantity and 
types of services produced in a given time were available or 
able to be determined accurately for any of the dental prac- 
tices visited. Thus supply purchases connot be related to 
units of service. 


*Hand instruments (including clamps), equipment purchases and 
repairs, office supplies and other non-dental items found in 
the dental supplies invoice files were excluded. 
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Findings 
Impact of Import Tariffs on (Dental) Health Service Costs 


The Process of Dental Fee-setting 


Discussions with individual dentists and persons knowledg- 
able about fee-setting in the provincial dental associations, 
and published material on association fee guides revealed some 
things about the process of dental fee-setting in Canada. This 
was felt to be important since dental care costs in the private 
sector represent, in simple terms, the aggregation of the fees 
collected. Therefore, the process utilized for fee-setting 
bears an important and direct relationship to dental health 
service costs. The question of how sensitive the fee-setting 
process is to the dental practitioner's increasing supply 
costs, the type which import tariffs might engender, seems 
particularly relevant. 


At the provincial dental association level three general 
types of fee-setting are evident: the traditional relative 
value unit (R.V.U.) approach and formula; the modified R.V.U. 
approach with its more elaborate formula; and the catch-up-to 
inflation, add-on approach (with ad hoc formulae) of some prov- 
inces. Some individual practitioners apparently have their own 
methods and do not follow the provincial formulae (where 
available). 


Due, perhaps, to increasing third party involvement in the 
payment for dental care rendered by private dentists, an in- 
creasing number of dentists in Canada seem to use their provin- 
cial dental association fee guide prices. Figures of 80%, 852 
and 90% of dentists using either the current year's provincial 
fee guide or those of earlier years which have prices, say, 10% 
or 20% lower, have been suggested. However, upon further 
investigation of survey data it is clear that although the 
large majority of dentists use (where available) the published 
fee guides (old and new), many of these dentists, in fact, take 
their patients' situations and other factors into account and 
alter (usually lower) the fees charged. Thus the per cent of 
dentists who use the fee guide at some time is much higher than 
the per cent of dental services explicitly charged at the 
listed fee guide prices all the time. Apparently the fee guide 
is, indeed, used by many as only a guide. 


Whether the guide is used or not the question of the 
sensitivity of the fees charged to increases in supply costs 
remains. It appears that both of the fees formulae using the 
R.V.U. approach are sensitive to practitioner supply costs, 
although differences in the extent and timing of the sensi- 
tivity are claimed. The seemingly more elaborate approach 
which has inflationary adjustment factors built-in claims to be 


able to capture small differences in supply costs more 
quickly. However, with the traditional R.V.U. approach, in- 
creased supply costs tend to be merged with other practice 
expenses and flow through to increased fees in an apparently 
more aggregate and slower fashion. Thus the traditional for- 
mula is less sensitive to supply cost increases and has a 
built-in time lag. 


The available information does not permit assessment of 
whether relatively small increases in supply costs such as the 
marginal increases due to import duties because of inflation 
directly pass through to patients. Im discussion dentists felt 
that, notwithstanding the annual and, in some instances, more 
frequent adjustments in the provincial fee guides, their own 
practice cost monitoring would be insensitive to anything but 
high and sustained increases in dental supply prices. 


Evidence that this occurs (ignoring arguments about the 
meaning .of .Jsustained:)) is. the addition (of ssurcharces stor 
amalgam restorations in some provincial fee guides and by some 
dentists individually when the price of silver and alloy rose 
to exceptional heights in 1980. However, whether the much 
smaller and opposite change arising from the removal of import 
tariffs on alloys and other materials used in dental recon- 
structive surgery for about an I1l-month period beginning 
November 9, 19/79 actually resulted in decreased supply costs 
and lower fees (or lower increases in fees), cannot be 
determined.* The available data and many confounding factors 
to be considered and the shortness of the duty-free period 
preclude analysis. 


A final important consideration in relation to fee-setting 
and understanding of the tariffs issue being examined here is 
its time-related contextual framework. 


The import tariffs in question have existed at least since 
1963 except for an 1ll-month period between November 9, 1979 and 
October 295.1980. aThus: thee cost .cffect offs the geariitscein, fee— 
setting is at all responsive to increased supply costs, has 
been factored into dental fees and fee formulae for many 
years. Thus the impact of the tariffs on practice expenses, 
and consequently patient billings, is not at all new, although 


*The question of decreases in dental fees and supply costs in a 
period of high inflation and interest rates, and economic 
uncertainty when increases in everything else are the order of 
the day is interesting, to say the least. Concerning increases 
in the costs of dental supplies, many dentists expressed dismay 
that price changes in alloy and radiographic film (which 
contains silver) more than kept pace with the increase in the 
price of silver but not its later decrease. 
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large increases in the price of silver alloy in 1980 in combi- 
nation with the ad valorem nature of the duty and the politics 
surrounding this issue have heightened the awareness (reason- 
ably or unreasonably) of this impact. Recognition of the 
historical nature of the import duty on amalgam alloy was, 
however, dulled by the extra-ordinary combination of circum- 
stances in which the duty was re-imposed at a time when silver 
alloy had reached an exceptionally high and, as it turned out, 
peak price. 


Amalgam Alloy Consumption 


In field visits estimates were obtained of the mean annual 
alloy consumption* in ounces per year of 24 general dental 
practitioners covering 50 practice years (i.e., about two years 
per dentist, on average). About 40 ounces of silver alloy were 
used per dentist per year, on average. The variability of 
annual consumption is indicated by this broad range: from 10 
ounces per year for one dentist to 84 ounces per year for 
another. About 56 per cent of the silver alloy purchased in 
the past one to five years by the 15 dental practices surveyed 
was domestically produced (Johnson & Johnson, Montreal).** 


If the other general practitioners in Canada had similar 
average annual alloy consumption, there would be about 374 000 
ounces of silver alloy used per year (based on an estimated 
DSS ees. Stoo limOOO est dentists 91565 )i 


The dollar amount of duty represented by the alloy con- 
sumption estimates is of interest. Using a current average 
retail cost estimate of $45 per ounce of alloy, each of the 24 
dentists surveyed would annually have used alloy costing 
$1800, of which $792 would represent the imported share. 
However, the import duty of 14.4% is applied to the price at 
the border before markup. If the usual 10%, 30%, 30% pattern 
of handling, importer and distributor markups is utilized and 
the duty is applied customarily as the first link in the chain 
of markups, the border price (excluding federal and provincial 
Salésmtaxeltetany ficsaco/?.4l per dentistsper year. The duty 
on this quantity of imported alloy consumed per year is $53.63, 
which is just under 3% of the estimated cost of the alloy 
consumed ($1800). 


*Unlike with the annual supply purchases of the next section, 
consumption here refers to actual use of alloy in restorations 
for patients. 


**For the period in question this estimate is just slightly 
above that estimated by the dental industry. 


Import Tariff Cost Estimate Simulations 


Invoices merely indicate the cost paid by the dentist for 
particular items, the quantity ordered and (usually) the item's 
trade name. In order to estimate the cost of the duty of 
imported dutiable items, the voluminous data arising from the 
inventory of invoices of consumable supplies was analyzed as 


follows for each of the 12 practices visited. 


(i) Each item was categorized into 42 major 
classes and its trade name and its total 
cost recorded (excluding provincial sales 


Cax,e it any): 


(ii) The total cost of each major class was 
calculated, these costs were summed to give 
the grand total consumable supply costs and 
the top 20 classes were placed in rank order 


by costs. 


(iii) Each of the top 20 classes was divided by 
trade name into sub-classes of domestic and 


imported items. 


(iv) The imported items of each class were 
further divided into non-dutiable and duti- 


able items, and the costs of the 


dutiable 


items aggregated for each different tariff 


classification. 


(v) The original fair market price at the border 


for each sub-class of imported, 


dutiable 


items was estimated assuming the appropriate 


per cent’ tarifr forthe t2roupm or 


items in 


question and the 10%/30%/304/ mark-up chain 
described previously. (“Reconstructive 
surgery” items in 1980 were treated as 


duty-free. )* 


(vi) The appropriate duty was applied to the fair 
market price to give the estimated “duty 
cost" of each subclass of items in the top 


20. 


*This assumes that the price of these goods was lowered when 
the duty was removed. As pointed out elsewhere in this report, 


this assumption is not necessarily correct. 
calculations is, however, small. 


The effect on the 
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(vii) The total cost attributable to the duty of 
all 20 sub-classes was determined by 
Summation and this total adjusted upwards 
proportional “toe ethess ratio. Gof = stop, #20 
costs/grand total supply costs" - which 
usually equalled about 85% to 902. 


By this method an array of the cost of the duties charged 
(by government) for the top 20 cost items and total duty cost 
in each practice was determined, assuming the 10%/30%Z/30% 
markup chain. using this basic array, two sub-sets of duty 
cost were identified: one covering items classified as being 
involved in reconstructive surgery and another covering only 
those items not believed to be manufactured at all in Canada 
(or possibly having very limited manufacture) such as rubber 
dam, composites, etc. The sums of the total duty costs for the 
basic array and above two sub-sets for each practice were then 
multiplied by appropriate factors to give further estimates of 
duty costs under several new conditions such as different 
markup schemes from 10%/30%/30%, and when the extra cost due to 
the markup chain's application to the duty alone is considered 
along with that directly ear-marked for government. 


A summary of some of the findings from the inventory of 
invoices is presented in Table 2.1 for the 12 practices 
surveyed. Over all 13 practice years 56.7% of the consumable 
supplies were imported, with a low of 32% in one practice and a 
high of 78% in another. In those practices having purchases of 
dental alloy in the survey year, the six practices purchasing 
only domestic alloy indicated 47.9% of their supplies, on 
average, were imported, whereas in the five practices 
purchasing imported alloy the average percentage was /2.4%. 


The estimated annual cost of the import tariff collected 
by government was $4,005 over all 13 practices (years); this is 
2.84 of the total consumable supply costs. This per scent 
ranges between 2.0% and 5.04 in the various practices. The 
average cost of the tariff alone is estimated to be $178 per 
dentist per “year ($4;5005/22.5). Since equipment and instru- 
ments are generally duty-free the duty costs estimated here 
(which are not limited to items ivolved in “reconstructive 
surgery”) represent very closely the governmental duty costs 
inherent in the expenses of the practices surveyed. 


Table 2:1 also indicates the total cost of alloy purchased 
in each practice in 1979 or 1980 and the cost of imported alloy 
purchases, if any. It can be seen that just 31.24 of alloy 
costs were due to imported alloys in 1979 or 1980. This is 
lower than the 56% importation of alloy reported previously for 
these same practices over a longer time span and when the unit 
of measurement was ounces, not dollars. 
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The preceding calculation of the duty paid to government 
on dutiable imported dental supplies of $178 per dentist per 
year is based on the premise of a 104/30%2/30% markup chain by 
handling, importer and distributor. Other markup combinations 
may exist. Since the duty is applied to the fair market price 
of goods at the border before markup, an additional component 
of cost attributable to the markup on the government duty by 
the importer and distributor can be identified as part of the 
total cost of imported dutiable goods.* Simulations of the 
duty cost inherent in such goods according to various markup 
patterns and the two types of duty cost are found in Table 2.2. 


TABLE 2.2 
SIMULATIONS OF THE ANNUAL COST PER DENTIST OF THE DUTY ON 
IMPORTED CONSUMABLE SUPPLIES BY VARYING PRICE MARKUPS AND TYPE 
OF DUTY COST 


Handling/Importer/Distributor Markup 


NBasics "Lower' 10/30/35 "Higher' 
Duty Cost Type LOySU/ 30 6 10/25725 §10/35/30°. 10/35/35 10/40/40 
Import Duty Only $178* $193 Shih $165 oy Wass 
Import Duty plus 
Industry Mark-ups 
on Import Duty $331 os = = = 


*The import duties on this line of the table vary indirectly 
with the size of the markups since, for example, with markups 
higher than the 10/30/30 'basic' ones the fair market prices on 
which duty is based (and thus duty cost) would be lower given 
that the selling prices paid by the dentist are known and thus 
fixed. 


The dollar amount of the governmental import duty varies 
directly with the landed fair market cost and thus indirectly 
with the markup utilized (see footnote to Table 2.2). Tt 
should be noted that the actual markups employed are not known 
to us, except 104/30Z/30% are the most likely ones utilized. 


*It may be argued that if such goods became duty-free the 
savings on this markup on duty would not be passed on to the 
buyer but merely cause increased markups to be applied in order 
to maintain acceptable profit margins. 
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In the range of markups offered in the table the cost of the 
import duty only is between $153 and $193 per dentist per year 
or» from 92).447 to" 3014 of Mtotalsrconsumable @sapp ly. costs, Fper 
dentist. If the cost effect of markups on the duty are added 
to the specific import duty charges, the cost is $331 based on 
the 10%/30%/30% markup chain, which represents 5.2% of total 
supply costs per dentist. 


So far, only the duty costs of all imported dutiable con- 
sumable dental supplies have been considered. The contribution 
to total duty costs of certain sub-sets of expense components 
and of individual components will now be given.* Because of 
the debate described earlier concerning the re-imposition of 
tariffs on imported supplies defined as being involved in 
"reconstructive surgery”, their duty cost under a 10%/30%/302 
markup chain was estimated. This cost is $99.67 per dentist 
per year or $185.29 per dentist per year if the markup effect 
is included ($99.67 represents just over one-half of the "all 
items" duty costs). These duty costs are 1.6% and 2.9%, re- 
spectively, of total supply costs. Because of the observation 
that some imported and domestically produced dental items of 
apparently similar quality are similarly priced (amalgam alloy 
is an example), the duty cost of a special sub-set of consum- 
able supply items not (or very minimally) manufactured in 
Canada was: determined.** This amounted to $58.18 in (tanifts 
per dentist or $108.16 including the industry's duty markup 
effect. Estimates and rankings of the individual components of 
supply expenses as to duty cost follow. 


Table 2.3 shows the distribution of the yearly purchases 
of the top 23 supply expense components in the 13 practice 
years surveyed.*** Alloy represents both the largest total and 
governmental duty expenditures. Other expenses ranking high in 


*The November 12, 1981 federal budget in which significant 
changes were made in the import tariffs applicable to many 
dental items emphasizes the mere historical significance of 
many of these calculations. 


**Such items are: rubber dam; pins and screws; gutta percha and 
Silver points; composites; plus loose artifical teeth which are 
duty-free, however. 


***These stastistics are based only on the highest 20 expense 
component expenditures, so some practices with very low 
expenditures of the type listed do not have these expenditures 
listed. However, these exclusions along with 19 of the 42 
expense categories surveyed represent a loss of only 134 in 
supply expenditures since the tabled expenses represent 87% of 
total supply expenses. 


both total and duty costs are, in descending order: 
com—-posites, impression materials; pins and screws; tooth 
brushes; and cavity liners and cements. Other expenses rank 
high in total cost but have no duty cost either because these 
items are imported but duty-free (e.g. burs and drills, loose 
artificial teeth, needles) or are (usually) not imported (e.g. 
x-ray film, anaesthetic). 


In view of the fact that the extensive discussions sur- 
rounding the re-imposition of the import tariffs largely 
referred to the duty on alloy, it is interesting to note that 
the duty attributable to this product ($845 for 22.5 dentists) 
is just under one-quarter of the total duty cost of the 23 
expense categories in these dental practices ($3532 in Table 
2a). Composites, impression materials and pins and screws 
each had duty costs about one-half as high as imported amalgam 
alloy. 


18 


pe Owl OGaeS 
8 GG DP) ELS 87 
6 CC Ty 0c" 2S 
9 (71) 78°ES 
L Gi) 6-76 
9 © 
T 0 
é 0 
(é Omer ya 
S (Ch) 85°97 EI 
L 0 
T CCl) 99S 7 
I CS) eOCr CL 
< CS) 67-67¢ 
6 (9) 76° E07 
OT 0 
z (7) 79° 79E 
0 COVEL STF 
@) (6) €1°94T 
z Co) FOL ES 
0 0 
T 0 
Z COW) segs © 
@ Cy Tiev7e 5 
Oz doy ut ouoN 10 (quer) Aang 
Ai0803e) UT oinjTpuodxy qi0duyt 


Tenuuy ON 1TsyIATY 
UITM SedTIOeId JO “ON 


(Aile7G 


€99°9 


16€ 
As) 
OE 
SLT 1 
OTS‘ T 
CoOL" 1 
770° 
€89‘T 
8677 
eer <T 
€1s*t 
QLL*T 
TOOSE 
€06‘E 
C16 € 
OS%* 7 
07S¢°9 
770 Cc 
€60°L 
C6k E 
0 

oY 4 
Hou? 


3809 32 


) 
9$ 


ee 


oduy S09 TeIOL 


*saeak ootqoeid ¢][ |asaeyy PaeTeAOD SISTIUSP C°C7Zx% 


ec seals 


1L¥ 
CEs 
LOT 
seminal 
666 °T 
618°T 
87651 
961°Z 
ae ard 
196°¢ 
6£6°7 
Cie 
009°€ 
616°€ 
CI6°E 
OSH’ + 
cr 9 
618°9 
€60°L 
090° 6 
ZIG °6 
Ofc O} 
Rgo°ce Ss 


seyusnag ‘sdng Audoid 

(skeiq SsiauTyT toy) ITTAIOV 
ssoTd 

(teaTts Saaded ‘eyored BI3Nns) SRUTO” 
suiOJq UMOID 

(eat{WeAeId Suotsseadut) sheryl 
sTeotwoyg Aei-xX 

suotqnjos ‘saqseg eat WsIAIIg 
saaoT9 Sueg reqqny 

SOTPOON 

UOTINTOS BuTZT[t1eIg ‘sieuee,) 
sjonpoig uo q 09 

saysnig yoo], 

sjuowey ‘srsuTT ARTAPD 

(asooy STeToTsTjse) yee] 
sMaI0S ‘SUT g 

sTetieqey, uotsseidwy 

sqonpoig itadeg 

soqtsoduo) 

STTtad ‘sang 

w[tq Aeat-X 

odTJeUuTSOeUYy 

AOTTYV JEATTS 


yuey pue 


¥SUVAA AOLIOVad TWINHG €1T NI SLSOD JdTYVL GNV LYOdNT “INANOdHOO ASNAdXS JO NOLLNATALSIC 


€°¢c WIavL 


aose qe) ssusdxy 


SIN MTN Or”Mm O 


- 19 - 


Sources of Increasing Costs of Providing Dental Health 
Services 


The data to support an in-depth analysis to answer the 
question inferred by the above title in regard to private 
dental practice in Canada are not available. One major con- 
sideration would be the assessment of each of the various 
(input) cost components per unit of (output) service rendered 
over time. However, no reliable output data for private 
practice to match the input data obtained from provincial 
dental associations or private practice exist. Moreover, the 
input data available (provided) from provincial dental associa- 
tion surveys do not permit the analysis of practice expense 
cost component changes on a per unit basis in a given time 
period, for example, increases per year in rent per square foot 
or of a weighted basket of dental supplies.* Increasing staff 
salaries are often mentioned as a major expense concern. 
However, the available time series data on this component of 
practice expense are divorced from the (changing?) mix and 
number of auxiliaries on the one hand and potentially improved 
quality and output characteristics of the practice on the 
other. 


This section, therefore, will present a limited descrip- 
tive analysis, using the provided data, of the general economic 
characteristics and salary experience of private dental prac— 
tice in Canada. The analysis is further constrained by 
confidentiality requirements and the agreement not to reveal 
dollar expense and income figures in the few cases where these 
were provided. 


Based on the time series survey information provided by a 
number of provincial dental associations and other published 
information, two trends in the economic characteristics of 
contemporary private dental practice are evident: 


(i) annual practice expenses occupy an increasing share of 
gross annual (dental) income -- from 4/74 of gross 
income in 1968 to 53% in the 1974-76 period to 584 in 
thel9/S—80"period; 


GhivMthes sper, cent’) srowth)’ in*recent) years of: practice 
expenses exceeds the per cent growth of gross income 
which, in. turn, exceeds that of net income (see 
Dabble 2.4) 


*Actually data of this type for some dental expense components 
(not "weighted" supplies though) was kindly provided by one 
province; however, its use would strain concerns about both 
confidentiality and national representativeness. 
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TABLE 2.4 


PER CENT INCREASE IN GROSS REVENUES. EXPENSES 
AND NET INCOME -- CANADA 1975-1978 AND 1974-1979 


Gross Practice Net 
Period Revenues Expenses Income 
1975-1978 Weighted Mean 
Per cent Increase*- 292 SO. O74 L325 
Range (2%) - (22,7=48 .0)> 1@27i 19 See UGlon 4-28. 1) 
1974-1979 Range of 4 Increase (60-90) G7 = 153) (48-64) 


*Weighting based on the dentist population size of five provinces 
having 72% of Canada's dentists and these provinces' dental associa- 
tion survey data. 


Another way of examining the economic experience of pri- 
vate dental practice in Canada is to observe the shifts in 
relative per cent of the major components of practice expense 
over time, keeping in mind, however, the relative growth of 
expenses just mentioned and, as well, the previous discussion 
about the crude (non-unit) nature of the available expense com- 
ponent data. Table 2.5 presents Canadian estimates for 1968, 
1974, 19/7 sand. 1980s formthes foun v provinces thatesprovided a 
suitable time series. Given the slightly different nature of 
the items classifed under each category by different surveys 
among and, indeed, within provinces over time, the fluctuation 
in per cents are not remarkable. The salaries and benefits 
paid to staff as a proportion of total expenses do rise from 
about 30% in the initial part to about 36% in the latter part 
of the period. (However, increased numbers and a different mix 
of staff may be responsible and this will be examined shortly.) 


Dental supplies and materials are decreasing as a per cent 
of total expenses, from about 15% in the initial part to 11Z- 
12% in the latter part of the period. Although “administration 
and other" costs have remained stable as a per cent of total 
expenses over the indicated time period, it is interesting to 
note the apparent increase* in two of these category's sub- 
components -- “bank charges and interest” and “management 
fees". 


*It should be noted that “management fees" were probably not 
itemized for response in earlier practice surveys; however, 
there probably was little need to as very few practices used 
Management companies. In some provinces 40% to 50% of practices 
now do. 
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TABLE 2.5 


ESTIMATED PER CENT DISTRIBUTION OF ANNUAL PRIVATE DENTAL 
PRACTICE EXPENSES —- CANADA 1968, 1974, 1977, 1980 


Survey Year 


196 1974 1977 1980 
he iE ie hs 
Salaries and Benefits 2962 Seale 3 Oyez 2665) 
Laboratory Charges 20.6 ho yams) 18.4 
Dental Supplies 14.8 awe) [262 hee 
Equipment Costs One 1053 ee) 8.4 
(depreciation, repairs, 
rentals) 
Office Rent, Utilities 1 oi On 85 8.9 
& Janitorial Costs 
Professional Development, oii PERS) 1.4 es 
Conferences, Cont. Education 
Administration & Other 14.0 155 14.8 1De2 
- including (management fees) G-) cc) a) (6.0) 
and (bank charges, interest) Giles] ) Co) Gl.3) (353) 


100.0 100.0 100.0 100.0 


*Each per cent from 1974 on has been weighted by the number of 
dentists in the four provinces providing survey data that year; 
these four provinces have /0Z of Canada's dentists. The 1968 
data are from the 1968 Survey of Dental Practice by the 
Canadian Dental Association. 


The increasing proportion of total practice expenses 
occupied by the salaries and benefits component over time may 
be due to wage increments well above inflation or increased 
numbers of staff or different (and more expensive) mixes of 
staff types, or combinations of these factors.** Since 
weighted average staff salaries and average total salary and 
benefit expenditures for the same dental practices were 


<* The possibility, that this is a statistical artifact due to -a 
shrinking with time in dollar cost of some or all other com- 
ponents can be dismissed since the survey data available with 
dollar costs show no such component shrinkages. 
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available from two provinces for the period 1974 to 1980, com- 
parisons of the annual growth of each of these statistics may 
give some insights into the question.* Table 2.6 gives the 
essential data, summarized to preserve confidentiality. 


TABLE 2.6 
PER CENT INCREASES IN MEAN SALARIES AND TOTAL SALARY EXPENSES 
Annual Per cent Increase for Years: 


Province 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 
"A' Weighted Mean 14.3 JES RAS 13.4 Che 14.6 i278 
Salaries** 


Mean Total 24.4 ld o2 28.4 10.4 16.8 Lore 
Salary and 

Benefit 

Expenses 


"B' Weighted Mean 15.3 ee 10.6 10.8 14.0 La 
Salaries** 


Mean Total Leh 1256 Ow OF) 20°39 = 
Salary and 

Benefit 

Expenses 


**In one of these provinces one type of personnel is excluded from 
the weighted mean calculation; however, except for one yearly 
interval, the per cent increases for this type were very similar. 


Large differences between each appropriate pair of per cent 
increases would be suggestive of increased numbers of staff or 
possibly a "richer" mix of staff (or both) being primary contri- 
butors to the growth of salary expenditures rather than excep- 
tional salary demands (above the inflation displayed by other 
practice cost components) being responsible.*** In province 'A' 
four of the six year-to-year comparisons suggest greater numbers 


*The number and type of staff per practice to give a direct 
approach to answering the question(s) were not provided to us. 


**kThe “mix” part of the explanation should be taken care of by 
the weighting process employed for mean salaries; however, the 
actual weighting process used was unclear. 
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of staff to be responsible, whereas in province 'B' this is 
true for two of the five comparisons. me tour “or the five 
exceptions to this pattern there is a close correspondence 
between mean salary increases and total salary expenditures. 
Thus, while an analysis of this sort is fraught with difficul- 
ties, it appears that much of the talked-about growth in 
practice salary expenses is attributable to hiring decisions by 
the dentist-employer rather than inflation. In fairness, the 
weighted mean salary increases appear to be just above infla- 
tion in six of 12 instances; however, and this was the main 
point of this particular exercise, none* of these approaches 
the 17% to 28% growth experience of total salary and benefit 
expenditures. 


One final approach to the assessment of changes in the 
costs of providing dental care in the private sector arises 
from the concern that the examination of the year-to-year 
per cent increase in the cost of the individual components of 
practice expense ignores the importance of that cost to total 
costs (such as total expenses or gross billings). This concern 
led to exploration with an Index of Expense which is, simply, a 
weighted measure of the per cent annual change (increase) in 
each expense component, with the weights being that component's 
size relative to gross income. Table 2.7 presents data utiliz- 
ing this exploratory index. 


Whatever deficiencies the index has** it does, at least, 
sort some things out in priority order. Thus, the generally 
mid-ranked expense component "professional development” in 
terms of its yearly cost increases assumes seventh and last 
ranking using the expense index. This, of course, occurs 
because this expense component is very small relative to gross 
billings. Salaries and benefits which have comparatively 
moderate rankings in terms of per cent increases each year 
assume top or close-to-top ranking using the index. Similarly, 
according to the index, the impact of laboratory charges 
increases in the last two time periods when these charges are 
adjusted relative to their importance in overall billings (or 
total expenses). Dental supplies and office rent, utilities 
and maintenance seem to have a consistently moderate to low 
share of expenses over the three time periods according to the 
index. 


*Actually one pair of the “high” per cents is quite close -- 
14504, VS 6028. 


**kThere are many deficiencies, for example, no investigation 
of its distributional properties and requisite transforma- 
tions, if any, has been done. Also the deficiencies of the 
available expense component data have previously been 
described in this section of the report. 


24 


ST-(08, 

(8c) CZELO) 
l v7) 
(S8¢) (8° 7€) 
€ I 
(0SS) GEA 
v7) C 
(629) (GS20) 
Z 9 
Cec) COM) 
S ‘s 
(Sc) (GIES) 
9 l 
xx%(O8ZT) ¥COme CO) 
I G 
xo puy SOs) 
osuodxy SLOUT 
Jepi9g yey 

0861-6261 


“71, ‘vl, *8°2 ‘aeak ,JajeT, UT ssori3 jo ¥% se sod Jusuodwod) x (7S09 qusuodwod ut oseo10UT 7%) 


*sqoyoeiq UT BuTYUeA Yoee MOTeq ‘UOTIJeEWAOFUT AOF ‘po SsTT 


= Xopuy sosuodxyx» 


*potied owt} pue Jueuodwod poejeoTput ay} JO SOD oY} UT Saesee1DUT JUssetded uWNTOD STYy} UT (SeANSTF) eSeULy 


(19) CG Lc) (€9) 
l € l 
(€€Z) (7° 7T) (SS6) 
9 9 I 
(979) Ge Ge) (987) 
€ I 4 
(769) (7°6T) (OTL) 
Z 7 € 
(¢8Z) (iC) (797) 
v7) l G 
CHEZ) (Se 71) (192) 
G G 9 
xx (6181) «(7° 87) xx¥(9€6) 
i Z Z 
xo pur 3Ss09 xXopuy 
asuedxg Sian 9 asuodxy 
Jepig yey AJepi9g yey 
LL61-9L61 4/61-€L61 
08-6161 ‘L/-9161 ‘¥L-€L61 ——- .XHQNI ASNAdXA.. NV 


GNV SHSVHYONT LSOD INANOdNOD YSNAdXY AO AHCHO ANVA 


L°¢c WIdVL 


CD) 
7 


(1° €¥) 


jusudoTeaeqg 
Teuotssejoig 


T2eyI0 F 
uoTJe1AASTUTUpPY 


(sTeque1 ‘sitedei 
‘uot etoeidap ) 
s3so) queudtnby 

sosiey) 
Aiojeiogdey 


settddng [eqjueg 


QOUPUSIUTEW V 
SOTITTTIN ‘quey 


Sitjoueg 
R SoTIeTes 


7h) 


- 25 - 


Discussion and Conclusions — Private Dental Practice 


Assessment of the impact of import dental tariffs on the 
cost of dental services in the private sector is complicated by 
uncertainties and is frustrated by the lack of excellent data. 
One uncertainty is the veracity of a fundamental assumption 
that domestic goods would be lower in price than imported 
dutiable goods of similar quality. Otherwise, it is difficult 
to conclude how the tariffs on such goods could directly affect 
(increase) dental care costs.* Well, except for Canadian-made 
dental burs (which curiously do not enjoy tariff protection), 
the prices of some other domestic goods such as dental alloy, 
for example, do not appear to be cheaper. Since alloy accounts 
for about 25% of dental import duties this is not an unimpor- 
tant exception. Another uncertainty is dental fees. 


The dental fee-setting process apparently is somewhat 
sensitive to high sustained increases in dental supply costs 
but its responsiveness to small supply costs is less certain. 
The import duty costs as found in this study can be fairly 
characterized as very small relative to other dental practice 
economic parameters. This small cost and recognition that the 
duty costs of dental supplies already have been factored into 
fees and fee formulae for many years, since import duties are 
not new, further complicates the isolation and measurement of 
the impact of import duties on dental care costs. 


Amalgam alloy purchases and restorative work are major 
economic aspects of many dental practices. The consumption of 
dental alloy by the Canadian private dental practitioners 
surveyed for this study was approximately 40 ounces per year; 
just over one-half of this alloy was imported. The current 
cost of the duty collected by government on the imported alloy 
used by these dentists would be about $54 per dentist per 
year. This is three per cent of the estimated total cost of 
the alloy consumed annually. 


The cost impact of import tariffs on alloys and many other 
dental supplies was estimated on the assumption that, if the 
duties did not exist, (1) the price of imported dutiable sup- 
plies would be reduced by the cost of the tariff paid to 
government and (2) the price might further be lowered by the 
cost of the markup traditionally applied to the tariff cost in 
the pricing chain. Based on the inventory of practice invoices 


*Of course there may be other indirect effects of the import 


tariffs "of sbenefit to Canadians such as job: creation; here but 
the basi cpquiestionm=of jthe ysize sof dental bills as»the concern 
at this time. 
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this first reduction averaged to about $178 per dentist per 
year (range $153 to $193) and with the addition of the second 
reduction the saving would be about $331 per year.* 


If these estimates could be generalized** to other private 
general practitioners tin Canadas(ca.!)1l8000%x 8265e=8 9350) the 
first reduction would come to from 1.4 to 1.8 million dollars 
annually and with the addition of the second reduction, to 
about 3.1 million dollars annually.*** However, the effect on 
the major economic parameters of the individual dentists' 
practices are much less dramatic since the figures of $178 and 
$331 per year translate into 2.8% and 5.2%, respectively, of 
total annual supply expenses or 0.18% of gross income and 0.324 
of expenses for the first figure and 0.34% of gross income and 
0.59% of expenses for the second figure. The economic impact 
of the tariffs is not large. 


Data limitations more severely constrained the extent of 
the analysis of the sources of increasing costs in the provi- 
sion of dental care in the private sector. It is reported that 
expenses are taking an increasingly greater proportion of gross 
income with time (about 58% at present) and that practice 
expenses are increasing rapidly (about 38% including inflation 
between 1975 and 1978). As proportions of total expenses, 
Salaries and benefits have increased slowly with time to about 
35% at present, while dental supply expenses have slowly 
decreased to about 11% at present. 


It is perhaps noteworthy that management fees now occupy a 
rather high proportion of total practice expenses (6% in many 
provinces) and that interest fees and bank charges (about 3.8%) 


*The doubtful reality of the application of the second reduction 
has been discussed previously. 


**The lack of randomness in our sample of dentists must be men- 
tioned again here. 


***kThe higher of these two figures, 3 million dollars, is the 
lower figure of the range of $3-5 million, found in the trans-— 
cript of the presentation of the C.D.A. to the Senate Standing 
Committee on Banking, Trade and Commerce (J.C.D.A., Oct. 1981, 
p. 561); however, other figures quoted in the newspaper have 
been higher. For example, a Canadian Press report dated 
September 12, 1981 suggests the duties on amalgam alone add 
perhaps «$4 "million to’ $5 million’ a) “year? to “dental Jbills: 
According to our calculations this latter range (for amalgams) 
is from $0.35 to $0.51 million for the governmental duty or 
from $0.65 to $0.94 million including the duty markup effect. 


now appear to be growing as a practice expense. The marginal 
productivity gains, if any, attributable to these new (or 
increasing) practice expenses would be of interest in the 
proper analysis of changing costs in the provision of dental 
care. 


The increasing salary part of expenses appears to be due 
as much to the greater employment of personnel (and perhaps of 
new types of more highly trained personnel) as to numerous wage 
settlements well above inflation. Nevertheless, the total 
impact of the salary component on practice expenses cannot be 
denied. Weighted comparisons of the per cent increase of major 
practice expense components in three time periods supported the 
prominent role of salaries in practice expenses. Also, the 
time-related low to moderate role of office rent, utilities and 
maintenance and of dental supplies was observed. Although the 
pattern is somewhat irregular, administrative (and '‘other') 
costs were of second rank after salaries in their impact on 
dental expense costs in two of the three time periods reviewed. 


3.0 


SU 
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3. STUDY OF PUBLIC DIRECT SERVICE DENTAL PROGRAMS 


J.L. Leake 


Methodology 


The managers of four direct service, publicly financed, 
dental programs were approached to be included in the study. 
All were asked to provide cost and service data as well as data 
on the major dental supply items purchased for three years. 
The years were selected to correspond as closely as possible to 
the period of nearly one year - November 9, 1979 to October 28, 
1980 - when tariffs on items used in reconstructive dental 
surgery were removed; plus the year before - November 1978 to 
October 1979 - and the year after - November 1980 to October 
1981 - when tariffs were again being levied. 


Each of the four program managers were visited during 
phase one of the study to assess the quality of the data avail- 
able and the form in which the data, if available, were re- 
corded. An estimate was made at that visit of whether a 
research assistant could be trained to retrieve the data, and 
the amount of time necessary to both train the person and for 
that person to record and tabulate the data in a format that 
could be used to compare the experiences of all programs. 


The managers of the Saskatchewan Health Dental Plan 
(SHDP), the Manitoba Children's Dental Plan, staff component 
only (MCDP), the Dental Services, Medical Services Branch, 
Manitoba Region, Department of National Health and Welfare (MR, 
DNH&W) and the Dental Services for the Canadian Forces, Depart- 
ment of National Defence, all agreed to provide the data 
requested. 


Phase One 


At the phase one visit it became apparent that the data 
from the Canadian Forces would require efforts to obtain which 
were beyond the resources of the study. It was also decided 
that the uniqueness of the Canadian Forces would likely elimi- 
nate any comparability to other programs. Thus, this program 
was not included in the study. 


Manitoba Region, Department of National Health and Welfare 
(MR, DNH&W) was able to provide data on services and costs in a 
format that could be adjusted to the study years. The record 
of the major dental supply items was not readily available and 
this had to be omitted. Detailed monthly cost statements and 
service data were provided to the study and were retabulated by 
study personnel. 
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Saskatchewan Health Dental Plan (SHDP) provides detailed 
service and cost data in published annual reports. The com 
puter-stored service data are examined carefully for the 
purpose of the annual reports and errors are corrected. This 
is a process requiring knowledge of both the program and access 
to specific personnel. To adjust the service data to the 
selected study years therefore appeared to be beyond the 
resources of the study. 


However, since the published data are only out of phase by 
two months, i.e., are on a September-August year, the decision 
was made to include SHDP data as published for two study years, 
1973-79 741979-806C 1980-31 46) mot yet available). “The format ‘of 
the cost data was adjusted so that the costs of dental supplied 
and capital fit the format of the data available from Manitoba. 


Further, the managers of the SHDP agreed to provide the 
study with a list of expenditures, by item, on dental supplies 
purchased for the two program years. Note that the supplies as 
purchased do not relate necessarily to the supplies as consumed 
but no record is readily available of the items as shipped to 
either the regions or the clinical teams. 


The staff component of the Manitoba Children's Dental Pro- 
gram (MCDP) provided data on the costs of providing services 
and the detail of those services. These were tabulated by 
Study personnel to correspond to the three years in question. 
Further, a detailed examination was completed of the system 
which is used to record the shipment and costs of dental sup- 
plies and repair parts from the program's central warehouse to 
the regional warehouse and field staff. From this a detailed 
list of major supply items with prices and quantities, as 
shipped, was developed for the three study years. 


The following table summarizes the data obtained from the 
three sources during phase one of the study and shows that the 
most complete data were obtained on the Manitoba Children's 
Dental Program. 


- 30 - 


TABLE 3.1 


SUMMARY OF DATA OBTAINED FOR STUDY ON 
DENTAL TARIFFS FROM THREE PUBLIC PROGRAMS 


Program 

Data SHDE MCDP MR, DNH&W 
Costs of inputs for 

number of years 2 years - 3 years - 3 years - 

ending in: August November November 
Costs of major 2 years — 3 years —as not readily 
dental supply items purchased shipped to field available 
Description of 

services provided 

for number of years 2) years 3 years - 3 years - 

ending in: August November November 


32052 


Phase Two 


During phase two of the study the clinical service data 
were further adjusted to a system of relative time units 
(R.T.U.'s) derived from the January 1981 fee guide of the 
Manitoba Dental Association. This system provides a means 
whereby different clinical services can be expressed as a com- 
mon surrogate good, i.e., a time unit of + hours. The systen, 
however, does not allow for the conversion of community or 
school-based group preventive services such as a classroom 
fluoride rinse. Since this serves to understate service out-— 
put, any over-statement of unit costs is avoided by presenting 
the clinical service data as per cent distributions by year. 


Similarly, cost data are first treated as a percentage 
distribution by major cost category. These cost and output 
data are integrated in Table 3.4 to show the relative impact on 
annual changes in cost per time unit by these major categories 
of cost. Tables 3.5 and 3.6 show purchases and usage by price 
and quantity of dental supply items by two of the programs. 


In the discussion, the impact of protective tariffs is 
examined, based on the list supplied in Tables 3.5 and 3.6. 


Sok Findings 


General 


The SHDP is the largest of the three public programs 
examined, having provided over 820 000 clinical services in 


Seth 
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each of the two years. The staff component of the MCDP is 
smaller, averaging over 105 000 services over the three years. 
Manitoba Region, DNH&éW is the smallest program studied, provid- 
ing as an average during the three years over 31 500 clinical 
services. 


Clinical Service Output 


Table 3.2 outlines the percentage of distribution of 
services, as measured by relative time units, by years, for 
each program and as an average of the three examined. The data 
on clinical services exhibit some variability when comparing 
the three programs in any one year. Part of that is explained 
by the fact that the two provincial programs serve only 
children, whereas the federal program (MR, DNH&W) serves both 
adults and children. Tous, the federal program has, in 
POS0-G19 312.2% of sits output in the form of extractions-— and 
6.04 in the form of denture services. 


Part of the inter-program variability might also be ex- 
plained by the “professional philosophy” of the programs as 
shown by the much lower emphasis on radiographs in the MR, 
DNH&éW program and the high level of preventive services in the 
SHDP. 


However, intra-program variability is also observed over 
the period of study within the two smaller (MCDP and MR, DNH&W) 
programs. As an example, annual denture service relative time 
UiLes fat etromess.2. tO 9.1 and. 6.04 of =the total output in 
MR, DNH&W. In the MCDP, restorative services are 44.6% of the 
output in the first year, fall to 34.74 in the second and 
increase to 42.5% in the third year. 


Nevertheless, restorative dental services, the cost of 
which prompted this study, were found to be a significant pro- 
portion of the output of the public dental programs. Over the 
three years they made up 36.3% of the total service output 
measured in this study. The restorative time units varied from 
a low of 30.0% to a high (for the two smaller programs only) in 
the last year of 40.9%. As a three-year total, restorative 
services follow in rank order preventive services, accounted 
for 39.5% of output, but surpassed examination services and 
radiographic services combined, which represented 20.9% of the 
total output of the three programs. 


Cost of Providing Care 


In examining the costs of the three public programs it is 
again obvious that the Saskatchewan Health Dental Plan (SHDP ) 
is the largest, costing in excess of 8.2 million dollars in 
1979-80, In that same year the cost of the Manitoba Children's 
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Notes to Table 3.2 


(1) Percentages may not add to 100 because of rounding. 


(2)) For SHDPS, Years is» September 1 to August» 313) fom MCDP and MR, 


DHN&W, Year has been adjusted to be November 1 to October 31, 
except for MCDP 1980-81, which has only 11 months, November 1 to 
September 30. 


(3) Programs: SHDP - Saskatchewan Health Dental Plan 


MCDP - Manitoba Children's Dental Program, staff 
component only. 
MR, DHN&W - Manitoba Region, Department of National Health 
and Welfare. 


Sources 


l. 


Saskatchewan Health Dental Plan Annual Reports 19/78-/9 and 
1979-80. Government of Saskatchewan, Regina. 


Data provided by Dental Services, Department of Health, Province 
of Manitoba, 1981. 


Manitoba Region, Medical Services Branch, Department of National 
Health and Welfare. Cost Centre Statements for Dental Services 
by Month from November 1978 to October 1981. Department of 
National Health and Welfare, Manitoba Region, Winnipeg, 1981. 
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Notes to Table 3.3 


OS) 


Percentages may not add to 100 because of rounding. 


(2) For SHDP,, Year.sis September 1 to August 31; for MCDP and MR, 


(3) 


(4) 


(5) 


(6) 


DNH&W, Year has been adjusted to be November 1 to October 31, 
except for MCDP 1980-81, which has only 11 months, November 1 to 
September 30. 


Programs: SHDP —- Saskatchewan Health Dental Plan 
MCDP - Manitoba Chidlren's Dental Program, staff com- 
ponent only 
MR, DNH&W - Manitoba Region, Department of National Health 
and Welfare. 


Includes printing costs which were 0.1 to 0.3 per cent of total 
costs. For SHDP and MCDP these supply costs represent the costs 
as shipped to the field from the program's central warehouse. 
These supplies may be "“warehoused" in the Region(s) or clinics 
before usage; however, these are the data that are available 
closest to the point of consumption. For MR, DNH&W the data 
relate to amounts purchased. 


Not separately identified in SHDP or MR, DNH&W, includes fluoride 
rinse supplies for rural part of Province. 


Includes labour costs where outside labour required, especially 
Significant for MR, DNH&W. 


Sources 


al 


Saskatchewan Health Dental Plan Annual Reports 19/8-79 and 
1979-80. Government of Saskatchewan, Regina. 


Data provided by Dental Services, Department of health, Province 
of Manitoba, 1981. 


Manitoba Region, National Health and Welfare, Medical Services. 
Cost Centre Statements for Dental Services by Month from November 
1978 to October 1981. Department of National Health and Welfare, 
Manitoba Region, Winnipeg, 1981. 
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Dental Program (MCDP) exceeded $1.7 million and the Manitoba 
Region services cost $0.4 million. All of the above costs 
exclude monies spent for any referred services provided by 
private practitioners. 


Table 3.3 outlines the percentage distribution of the 
costs by major category. These categories were compiled to 
correspond as closely as possible across the three programs. 
However, some discrepancies occur, especially as the MR, DNH&W 
includes freight charges in what are usually thought of as 
office expenses such as postage and telephone charges. The 
MCDP is the only program which controls separately the internal 
billings for the community preventive supplies, e.g. fluoride 
rinse supplies. 


Salaries are unquestionably the largest component of costs 
in all three programs. They varied little within the two 
larger programs but increased from 56.64 to 70.04 of total 
costs for MR, DNH&W over the three years of the study. Salary 
costs are seen to be higher in the larger programs, declining 


as a percentage of total costs directly with program size. 


In contrast, dental supplies represent as an average, over 
the three years, 4.1, 4.3 and 35.24 of €otal ‘costs. Dental 
supplies, as purchased, seem to be a larger and increasing 
component of the smallest program, (MR, DNH&W) increasing from 
29 to 8,0 and 11,42 08 total ‘costs (One ther other, and. sarne 
costs of dental supplies, as shipped to the field, was constant 
at 4.4% of total costs for the SHDP and was relatively constant 
between 3.04 - 3.6% for the MCDP. 


Over the three years under the study, dental supplies were 
the fourth in the order of costs behind capital, travel and 
accommodation costs and the aforementioned salaries. However, 
they greatly exceeded the costs identified under the headings 
of office expenses, repair parts, preventive supplies, labora- 
tory charges and other. 


Components of Changing Costs Per Unit of Service 


Table 3.4 outlines the differential effect of the major 
components of annualized cost changes in the standardized unit 
of clinical service outputs the tfelatives time Unit (ReleUc. 
In the SHDP there is only one annual change which resulted in 
an increase in average total costs per R.T.U. of 9.84. The 
table shows that 83.7% of that increase occurred in the salary 
component, 3./%4 in the capital cost component, etc. Dental 
supplies were responsible for 4.9% of the increase in unit 
costs. 
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Both the MCDP and MR, DNH&W were experiencing swings in 
the outputs measured in this study. Thus costs per relative 
time unit both increased and decreased over the four periods 
examined. While this is a confounding variable, it does not 
hide the fact that in both programs the greatest impact on 
changes in cost per time unit is attributable to the salary 
component. Of less impact, in order, are travel and accommoda-— 
tion costs and then dental supply costs. 


A calculation not included in the table showed that, for 
all three programs combined for the two-year period ending in 
the fall of 1980, salaries accounted for /0./4 of the increase 
in the costs followed in rank order by dental supples, 7.14; 
travel and accommodation, 7.0%; capital costs, .5.1% and postage 
and telephone, etc., 3.02. 


Cost of Major Dental Supply Items 


Tables 3.5 and 3.6 set out the quantities and prices of 
major dental supply items, as purchased for two years by the 
SHDP and as shipped to the regions for three years by the 
MCDP. The SHDP data are for 15 items and represent approxi- 
mately 854 of the input costs identified under the heading 
dental supplies in Table 3.3. The data from the MCDP are 
for 14 items and, over the 3 years, represent an increasing 
proportion of the dental supply costs identified in Table 3.3. 
In the year 1980-81 these 14 items were 77.0% of the total 
supply costs. Thus, in both programs, these relatively few 
items represent the majority of dental supply costs. 


Saskat chewan 


The Saskatchewan data show the last posted price on the 
inventory control cards and the quantities bought during that 
year at various prices. The value of these 15 items was 
relatively constant as a proportion of total supply costs and 
total costs of providing dental services. 


In 4 items, including rubber dam, professional towels, 
needles, DF 54 x-ray film, the prices stayed constant or 
declined. In ll items prices rose, the greatest percentage 
increase being observed in dental composites, 12/2; followed by 
dental amalgam, 82% and DF 58 x-ray film, 682. 


Of note is the fact that the largest price increase was 
observed for dental composite which is not made with silver 
nor, for the period 1979-80, attracted duties. Both amalgam 
and x-ray film, which also were duty-free, had lower rates of 
increase in price in spite of their high silver content. 
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Manitoba 


The Manitoba data show, as the price, the weighted average 
of the price of the items shipped throughout each of the three 
years. Thus, the price of stainless steel crowns, wizard 
wedges, needles, cotton sponges and large sterlization bags 
which were shipped from an opening warehouse inventory, stayed 
constant. In the items which were bought during the three 
years such "as ‘amalgam, (the price “of $1.13 in: (1979-80; for 
example, is the weighted average of prices which varied from 
60¢sto S1.68 ins that year. 


As can be seen, the value of these 15 items shipped to the 
field increased each year until in 1980-81 they were worth 
$48,021. Increasing costs and quantities of amalgam resulted 
inwthe teost. of amalgam sincreasing from 35.1% tees5.54) of the 
iste tot Ge 4e etems, Gand strom 0.525 to, 52 of  total> ‘costs? of 
providing care. 


During the three years, the weighted prices as paid for 
these items actually bought, declined only for one, x-ray fixer 
and developer. This is an artifact as some quantities were 
obtained free with the purchase of new film processing equip- 
ment, thus reducing the weighted price. 


In all other cases, the weighted prices to the program 
increased. Leading these price increases was l-spill amalgam 
which in the third year was 165.3% more than in the first. In 
descending order of price increases were: rubber dam, 81%; DF 
Diss caves ime 42° DF S5sex-nay sfidim, ) 1642s. sterilization 
chemicals, 51%; toothbrushes, 46%; small sterilization bags, 
45%; professional bibs, 42%; Xylocaine local anaesthetic, 414; 
€itanest local anaesthetic, 394; 2-spill amalgam, 384; and 
dental burs, 162. 


One other observation is that the removal of protective 
tariffs from items used in reconstructive dental surgery during 
November 1979 to October 1980 and their reimposition from 
October 1980 was not reflected in price trends. Based on the 
proportional usage over all three years (60.8% l-spill/39.22 
2-spill), the price per amalgam capsule was 52.2¢ in 19/8-79; 
101.6¢ in 1979-80 (an increase of 94.64 and 106.0¢ in 1980-81 
(an increase of 4.3%). Thus, when tariffs were removed prices 
to the program increased by 94.6% and when they were reimposed 
they rose by only 4.32. As outlined eleswhere, prices may 
reflect more the costs of silver, plus the law of supply and 
demand, and the’ influence of the tariffs appears to have been 
lost in the movement of these other factors. 


See 
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Discussion 


This study was prompted on the basis of tariffs being 
reinstituted on the items used in reconstructive dental 
surgery. Amalgam alloys, stainless steel crowns, arte tkeral 
teeth, cements, pins, etc., are usually thought of as being in 
this category and any influence of their price is likely to be 
greatest in the areas of the provision of endodontics, 
restorative and prosthodontic services. 


In examining the public dental programs it is clear from 
Table 3.2 that only one of the programs (MR, DNH&W) provided 
any prosthodontic service and that was a declining component. 
Even with some prosthodontic services, MR, DNH&W and the other 
two programs, which are exclusively for the benefit of eligible 
children, in the main, provided services other than reconstruc— 
tive dental services. 


Preventive, diagnostic, radiographic, extraction and 
orthodontic services, for example, constitute 63.8% of the 
total services? imoel978-/99)) 67.72 9m (1979=80Mand S652 “in 
1980-81 of the three program outputs. 


Thus, it is not®just ‘thestariffs’ omeitems used an vrecon= 
structive dental surgery, but those that could apply to topical 
fluoride solutions, paper bibs and towels, etc., that could 
influence the costs of providing dental care in _ public 
programs. 


Having noted this, however, it is clear that the tariffs 
levied as a per cent of the fair market value are higher on the 
more expensive restorative materials and it is also true that 
restorative care is a major output of public programs. Thus, 
in examining the outputs it would appear that there is poten- 
tial to add significantly to the costs of dental care through 
the application of protective tariffs. 


The terms of reference of the study mandate that not only 
should the effect of all dental tariffs be examined but that 
the relative influence of all cost factors be examined. In 
examining Table 3.3 it is clear that salaries have the largest 
influence on costs in the public sector programs. It is inter- 
esting to speculate on how the protective tariffs on other 
items such as clothing and imported wines, etc., are factored 
into the snegotiations’ for? salary dollars and) thust,serve -to 
increase the costs of dental care. However farfetched that may 
seem, the potential for affecting the costs through the wage 
process is greater than through any other cost category identi- 
fied. 


As shown in Table 3.3, salary costs ‘were calculated = to 
make up over 68% of the cost of providing care in the average 
of the three public direct service programs examined. Salary 


ae ee 


costs seemed to be a more important factor in the largest pro- 
gram (SHDP), where the distribution of staff and returns to 
scale of the capital investments served to reduce the impor- 
tance of travel and annualized capital costs. 


In the smaller programs fewer staff have to serve wider 
geographic areas, including fly-in remote communities. Thus, 
travel costs and the cost of the development of clinics, which 
can not be used full-time, serve to inflate the influence of 
these categories of expenditure. 


Generally, after the costs of salaries, capital and 
travel, come the cost of dental supplies. These were seen, 
again on Table 3.3, to represent as an average of the three 
programs, between 4.1% and 4.3% of the total costs. Like 
travel and capital costs, the costs of dental supplies were a 
greater proportion of the expenditures for the smallest program 
(MR, DNH&W), where they accounted for 5.9% to 11.4% of the 
total expenditure over the three years. 


The smallest program also provides a higher ratio of 
services requiring the more expensive supply items. For 
example, during all three years the proportion of restorative 
services exceeded the proportion of clinical preventive ser- 
vices for MR, DNH&W, whereas during the two years in the SHDP 
the reverse was true. 


Table 3.4 shows the influence of each of the major cate- 
gories of cost over 5 program years' experience. 


Dental supply costs were found, on average, to rank as the 
third most important influence on the changes in cost per rela- 
tive time unit. Supply costs ranked second during two of the 
five program years outlined in Table 3.4 and fourth in another 
two years. Their influence on the changing costs of providing 
a standardized time unit of care was found to be less than the 
influence of salaries on every occasion. In three out of five 
years, travel costs exceeded the influence of supply costs 
making it the second most important influence. 


Table 3.5 and 3.6 outline the price and quantities of the 
major dental supplies bought or used by the two largest pro- 
grams over five program years. It is clear from these tables 
that, although there are in excess of 800 separately identified 
items controlled in each of the programs, the majority of 
expenditures on dental supplies are identified by these few 
major items. Of course, the expenditures on some of the 
individually controlled items such as dental burs and stainless 
steel crowns have been aggregated beyond the individual item to 
make the data more meaningful. 
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In order to examine the effect of tariffs on these major 
items, the following two tables set out the applicable tariff 
beside each item, and estimate the hypothetical expenditure if 
the tariffs were or were not levied. 


The first, Table 3.7, examines the 1980-81 Manitoba infor- 
mation, a period when normal tariffs plus the tariffs on recon- 
structive dental surgery were being levied. The table shows 
the amount of the items purchased from domestic or foreign 
manufacturers. The rate of duty is shown as interpreted from 
information supplied to the study by regional customs officials 
and other sources within the dental supply industry. The 
amount spent on foreign manufactured material is disaggregated 
into what would have been paid had the tariff not been col- 
lected and the remainder.* Of the $48,021 spent during the 
year, $40,906 or 85.2% was spent on supplies manufactured 
abroad. Tariffs of all kinds were estimated to result in 
additional expenditures of $4,854 or 10.1% of a major dental 
supply expenditures. Calculating this on the lower base, the 
effective increase in amount paid is $4,854 + $48,021 - $4,854 
Ore LEZ « 


The second table 3.8, examines the impact on Saskatchewan 
costs of both general protective tariffs, which were being 
levied, and tariffs on items used in reconstructive dental 
surgery, which were not being collected for the major part of 
that year. Again, it is seen that the majority of dental suppl 
items are manufactured abroad. In Saskatchewan's case, foreign 
manufacturers supply $253,772 or 82.4% of the items. Of this 
only $5,661 or 1.8% was attributable to the general tariffs. 
However, an additional $31,374 would have to have been paid if 
the tariffs on reconstructive dental surgery items had been 
collected. This amounts to an additional 10.24 of the actual 
amount paid. Taken together, the tariffs, if all had been 
coPlected, Wwouldiyrepresent $31,374 + .S5,61 =/$307,798 —- $5,661 
Orelt.a. increase, om ithe dower, base or 11.02, (12.3.7 112.3) .0n 
the highest base. 


The minimum impact of tariffs would occur if the balance 
ofdental supply items, i.e., those not identified in Tables 3.4 
and 3.5, were either all Canadian or came in duty-free. In 
that case the protective tariffs on the dental supply items 
would effectively be between 7.8% (10.1% on 77.0%) and 9.3% 
Gib O0,s0n 84.54) elie, maximum ampacts would occur if. all of the 


*It must be remembered the remainder is not the duty paid. 
Tariffs are levied, early in the process, on the foreign fair 
market value. After this ‘the -importer, distributor and 
retailer add their margins so that these become factored on to 
the tariff. The mark-up chain used in Tables 3./ and 3.8 was 
10%, 30% and 30%, respectively. 
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balance of the expenditures paid tariffs at the usual rate of 
15.7%.  Underthis assumption Manitoba's maximum rate would be 
Dieter CLO xt /7LO0et e154) x 2390) #2100) and “the maximum rate 
for the Saskatchewan program would be 11.8% [(11.0% x 84.3 + 
1D. / soe xs De) eelO0 I) tHowever,» the’ more Likely®impact “is 
expressed bythat observed for the majority, i.e. 10.1% to 11.02 
of dental supply costs, if tariffs are collected on items used 
in reconstructive dental surgery. 


If in fact, the impact of removing all tariffs on dental 
supply items would reduce the present expenditures by 10.6%, th 
mean of the two programs, then the total impact for the Manitob 
and Saskatchewan programs approximates 0.32% to 0.47% of the 
total cost of providing care. In the Saskatchewan case, where 
the published average cost per child in 1979-80 was $69.90, the 
saving in general tariffs would have resulted in an estimated 
Savingiore ete per chi id (92661 + 122,139 children) and the 

843 
imposition of tariffs on items used in reconstructive dental 
surgery would have cost 30.5¢ per child (931,374 + 2 139 
843 
children). 


Conclusions 


Quality of Data 


This aspect of the study provided an opportunity to examin 
some of the influences on the cost of providing dental care in 
direct service public programs. Unfortunately, of the three 
programs only one, the smallest, provided care to both children 
and adults. Thus, the data are biased towards children's 
services, but then so are the public programs in Canada. The 
programs are provincial in scale and all use operating dental 
auxiliaries to provide the bulk of the care. All three of the 
programs provide the clinical services either in the school or 
in the community and this involves travel by staff to those 
centres. Thus, the public programs are quite distinct from the 
private practice mode. 


Aside from the nature of the programs, as outlined in 
Table 3.1 there were some obvious differences in the complete- 
ness and nature of the data obtained from each program. Some 
futher differences occurred because the Saskatchewan and 
Manitoba programs record output data using computers. Thus, 
their data tend to be detailed and had to be compressed to the 
format of the MR, DNH&W. The Manitoba cost data also include 
the province-wide public health preventive program. No detail 
is available to separate the costs for the preventive services 
provided for the children outside of those who receive the 
clinical services. 


Jeoee 


By i558, 
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These inadequacies of the exact comparability of the data 
required that the study make extensive use of percentage 
distributions rather than the whole numbers. Where the data 
are combined, as in Tables 3.3 and 3.4, it is not done with any 
confidence of exact precision but more with the hope it will 
let the reader better understand the underlying trend. 


While one might wish to and indeed, with more resources, 
might be able to improve the comparability of the data, they 
are what were obtained and the writer is indebted to those who 
made them available and patiently explained the information. 


Influences on Costs of Providing Dental Care 


Keeping in mind these limits, it is evident that salaries 
are the most important components of both the total cost of 
providing care and the changing costs of providing a stan-— 
dardized unit of care (the R.T.U.). Salaries sin 979-30 
consumed 77.0% of the total costs of all three programs and 
accounted for 70.7% of that year's increase in unit costs. In 
that same year travel and accommodation made up 7./4 of the 
total costs and accounted for 7.0% of the increase, and dental 
supplies were 4.3% of the total but accounted for /.1% of the 
increase in unit costs. 


Thus, in 1979-80, using the combined data for all three 
programs, the increase in dental supply costs were shown to 
have a greater influence on the increase in unit costs than did 
the increase in travel costs. However, using the individual 
program data, as in Table 3.4, travel costs were shown to have 
a greater influence on changing unit costs than supply costs in 
three of the five program years examined. 


Capital costs, while an important component of total cost 
(298% = *10.37e0f total® costs), doMnotithave™ the samem@relative 
impact on the changing cost of providing a standardized unit of 
care. Other costs in total, while not insignificant individu- 
ally, take less than 2.0% of total costs and have a minor role 
in the changing unit costs. 


Effect of Tariffs 


Protective tariffs are not levied on major dental equip- 
ment nor on dental instruments. Tariffs, therefore, need only 
be considered as a factor in the dental supply component of the 
major cost headings used in Tables 3.3 and 3.4. Information in 
Tables 3.7 and 3.8 showed that the majority of dental supply 
items - between 82.4% and 85.2% - were manufactured in foreign 
countries. The nature and rates of the protective tariffs were 
such that the programs experience (on their major cost items ) 
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cost increases of between 10.1 and 11.0 per cent. While 
minimum increases due to tariffs could be as low as 7.8% and 
maximum increases as high as 11.8%, if the average rate of 
10.64 appliedacross all dental supply items, public programs 
could attribute between 0.32% and 1.2% of their costs to the 
tariff. It should be noted that the high estimate is based on 
the smallest program(MR, DNH&W), the program with the highest 
proportion of clinicaltreatment services. In the other two 
larger programs the estimated range of the impact of tariffs on 
dental supply items is estimated to be 0.32% to 0.464 of total 
costs. 


As an example, in 19/9-80, Saskatchewan costs per child 
enrolled, could have been reduced by 5.5¢ from $69.90 if 
general tariffs had not been collected and would have increased 
by 30.5¢ per child had tariffs been collected on imported items 
used in reconstructive dental surgery. 
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4. DENTAL MANUFACTURERS, TRADERS AND SUPPLIERS 


D.C. Smith 


4.0 Background 


The impact of dental tariffs on the manufacturing and 
supply sectors of dentistry has direct implications for the 
costs of dental health services in Canada since a major part of 
dental treatment involves the use of dental materials in the 
treatment of the effects of dental disease. Since most dental 
equipment and instruments are duty-free the effects or \tarittis 
relate primarily to dental materials used in the restoration of 
teeth and in the construction of prostheses to replace missing 
teeth. 


Because of the intricacy of the operative procedures used 
and the large number of materials and devices involved in 
dental treatment, the provision and supply of dental materials 
and devices is a complex business. Such materials and devices 
may reach the dentist directly from the manufacturer, through 
wholesaler - retail supplier chains or through mail order. 
Further the construction of prostheses is usually undertaken by 
specialist dental laboratories which results in a further link 
in the chain which ends ultimately in the dentist and the 
patient. 


Thus the evaluation of the effects of federal protective 
tariffs on (i) present and future costs of dental materials 
products and services; (ii) economic implications for Canadian 
sources of supply; (iii) sales of supplies from multinational 
corporations is difficult since a straight forward relationship 
between supplies and dental services does not exist. However, 
the data obtained in the present study does throw considerable 
light on these questions and allows a qualitative if not wholly 
quantitative estimate of the present situation. 


Data Sources 


Information and opinions have been obtained from the 
individuals and organisations listed in the Acknowledgments for 
this report.* The supply position across Canada is dominated 
by a few companies. Interviews in the Maritimes and “in British 
Columbia as well as central areas of Canada have not indicated 
that there is any pronounced regional variation. 


* A number of other individuals and organizations were invited 
to give information and opinions but declined on the grounds 
of inability to provide substantive data. 
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In general, very good cooperation was received from all 
these individuals. Data was obtained by personal interview and 
from written submissions. Members of the dental trade provided 
price lists and pricing information as well as survey data. 
This data is acknowledged in the body of this report, where 
possible. 


The Dental Trade in Canada 


Most dentists purchase their materials and supplies for 
“reconstructive dental surgery" from dental supply houses. 
These retail sources vary greatly in size according to the 
local situation. The supply house (or dental depot) situation 
in Canada is dominated by three principal chains - Ash Temple 
Ltd. (24 depots); Denco Ltd. (12 depots); Healthco (Canada) 
Ltd. (Dental Depot Ltd.) (10 depots). Other companies are 
prominent in specific locales, e.g. Canadian Dental and 
Sinclair in Vancouver; National Refining, Lux and Zwingenberger 
and Weil in Toronto; Canada Dental in Montreal and Unident in 
Halifax. 


Supply houses import many of their products but also 
obtain many from the larger manufacturers who have offices in 
Canadas tore vexampie..* Dentsply “Canada Ltd. “(u.D. “Caulk; 
Amalgamated Dental), Kerr Canada Ltd., Unitek Canada, and 
Johnson and Johnson. Such manufacturers have representatives 
who promote their goods to dealers. Some manufacturers sell 
direct to the profession (Unitek, Cooke-Waite Laboratories), 
others own supply houses (Dentsply - National Refining). A few 
sell to both dealers and dentists. Since there are only a few 
large manufacturers in the dental field making a broad range of 
products and many small specialist companies for items such as 
dental alloys, ceramics and resins, the marketing of dental 
products through supply houses which can carry an inventory and 
readily supply any of the more than 20 000 items available is a 
necessary structure. Thus, in addition to the major chains 
mentioned there are many other small supply companies across 
Canada. 


Because of the growth of the health care market in the 
last two decades the number of companies manufacturing dental 
equipment and supplies in North America and the rest of the 
world has increased considerably. This growth and increased 
competition has lead in recent years to take-overs of smaller 
companies and a trend towards rationalizations of the dental 
market by elimination of speciality items which have only a 


small sales volume. Thus the majority of the restorative 
supplies used by dentists derive from large companies based in 
the U.S.A., Germany, Britain and Japan. As a result the 


majority of both the supply houses and manufacturers in Canada 
are affiliated to or owned by U.S.A. or multinational corpora- 
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tion:- Ash Temple - Mid-West American; Denco - McGaw Supply 
Ltd. - American Hospital Supply; Healthco (Canada eeted seo 
Healthco U.S.A.; National Refining - Dentsply U.S.A.; Dentsply 
Canada Ltd. - Dentsply U.S.A.; Kerr Canada Ltd. — Sybron-Kerr 


Corporation U.S.A.; Unitek-Canada - Unitek AON Ge lbyectichare yt 
Myers Corporation; Jonnson and Johnson; Ivoclar Canada — 
Ivoclar - Leichtenstein; Beavers Dental Products - Mid-West 
American - American Hospital Supply Corporation; Cook-Waite 
Laboratories - Cooke-Waite U.S.A. - Sterling Winthrop 


Laboratories.* 


This trend towards rationalization has resulted in 
increased competition, a tendency towards fewer brands of 
materials as well as generic products, and decreased margins 
due to promotional efforts by the manufacturers. Pressure has 
also been created by the increase in mail order business. 
Among companies prominent in this area are Silverman, Schein, 
Larr, and other smaller companies. 


Such companies may offer prices up to 15% lower than the 
larger supply houses since they deal essentially fin ther nigh 
volume items and do not offer the range of auxiliary services 
traditionally provided by the supply houses such as same day 
delivery and respresentative support. 


As noted previously, the majority of dental materials 
(i.e. used directly in restorative and prosthetic dentistry) 
are manufactured outside Canada. Many items used in signifi- 
cant volume by the dentist or his/her auxiliaries are dispos- 
ables such as cotton or paper goods which are made in Canada, 
as are anesthetics and needles but these tend not to be viewed 
in the same way as materials for use in reconstructive dental 
surgery. 


There are few dental manufacturers in Canada (ignoring 
dentifrice, tooth brush and floss) and of these only two or 


three have significant volume. It -hassiprovedmdittiteuli to 
obtain a complete list of such dental manufacturers but among 
the most prominent are:- Beavers Dental Products, Morrisburg, 


Ontario (dental burs); Johnson and Johnson, Montreal (amalgam 
alloy, composites); Williams Gold, Fort Erie (gold and base 
metal alloys); Ivoclar, Mississauga, Ontario (denture resin 
materials); General Waxes, St. Catherines; Canadian Wax, 
Thornhill; ABC Waxes, Montreal; Sensordent, London (denture 
cleaner, polishing pastes); Acridenta, Toronto (denture base 
teeth and resin); Olympic Acrylic Tooth Co., Toronto; 
Germiphene, Brantford (fluoride and pharmaceutical prepara- 
tions; Nova Scientific, Vancouver (fluoride and sterilizing 
solutions; Delta Smelting, Vancouver (casting alloys); Domtar 
(plaster products). Several equipment companies are active 


Since this report was written American Hospital Supply 
Corporation has sold its dental division to Sybron-Kerr. 
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including Cox Systems, Stony Creek (chairs and units); Modular 
and Custom Cabinets Ltd., Maple; Dental-Ez, Vancouver (units); 
Canadent, Vancouver (chairs); Nu-dent, Vancouver (units); Lux 
and Zwingenberger (x-ray and electronic units); Harco Elec- 
tronics Winnipeg, (electronic units). Some companies also make 
paper and plastic disposables, e.g. Johnson and Johnson, and 
McGaw Supply, Toronto. However, such products are produced by 
other specialised companies in this field. A number of supply 
houses sell their own private label materials, these are 
however mostly imported. Some repackaging also takes place. 


Dental Laboratories 


The dental laboratory may be regarded as a special class 
of dental manufacturer utilising dental materials and devices 
to produce a finished prosthesis which will be inserted into 
the mouth of the patient. It thus uses some materials and 
equipment in the production processes and still other materials 
to fabricate the actual restoration or appliance. Thirty or 
more years ago many dentists had their own technician when 
complete or partial removeable dentures were common. As treat- 
ment procedures have become more complex with more crown and 
bridgework (i.e. fixed prostheses) utilising ceramic and metal- 
lic materials which require more sophisticated and costly 
equipment so most prosthodontic work is referred to commercial 
dental laboratories. 


As with dental suppliers some larger laboratories provide 
a full range of services; others are more specialized carrying 
out only ceramic work, full denture construction or orthodontic 
appliance fabrication. Some larger laboratories have more than 
100 employees ( Shaw Laboratories, Toronto; Fine Arts Labora- 
tories, Vancouver). Many have only a few employees down to one 
or two-man operations. There are a number of laboratory chains 
or affiliates e.g. Ando Laboratories, Vancouver (Division of 
Heritage Laboratories - Sybron-Kerr); Shaw Laboratories, 
Winnipeg; Shaw Laboratories, Toronto. Most of the larger 
laboratories belong to trade associations - Laboratory Associa- 
tion of British Columbia; Dental Laboratory Association of 
Alberta; Manitoba Dental Laboratory Association; Commercial 
Dental Laboratories Conference, Ontario; Quebec Dental Labora- 
tories Association; Nova Scotia Dental Technicians Association. 


There: is no» overall national laboratory association 
seemingly, although liaison is maintained between these organi- 
sations, and the Commercial Dental Laboratories Conference 
appears to play a leading role. 


The actual number of laboratories far exceeds_ the 
numerical membership of these organisations. Thus the Labora- 
tory Association of British Columbia has 45 members and the 
Commercial Dental Laboratories Conference has 35, whereas there 


are, for example, at least 102 laboratories in Toronto and 230 
in Ontario. The total number of registered laboratories is 
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said to be 1400. However, accurate data on the dental labora- 
tory industry does not appear to have been assembled. The 
position as to the number of trained technicians is complicated 
by the use of semi-skilled personnel by the larger laboratories 
in production line systems and execution of laboratory work by 
denture therapists individually. There may be as many as 1000 
denture therapists (denturists, dental mechanics ere 
although the extent of their activity is also uncertain. 


4.4 Usage of Dental Materials and the Dental Market 


As pointed out earlier the range of materials and devices 
used in dental treatment is wide and complex. These products 
are used mainly by dentists but also by dental hygienists, 
denture therapists (denturists, dental mechanics) and by dental 
technicians. Dental hygienists work under the direction of a 
dentist who is usually responsible for supplies; the denture 
therapists are small in number and work also as technicians; 
the dental technician is usually engaged in the dental labora- 
tory industry. There is little information on the supply 
requirements of denture therapists, the major users discussed 
here therefore will be the dentists and dental laboratories. 
The volume of work of the. dental laboratories is obviously 
dependent on dentists and the patterns of dental practice (see 
Chapter 2). 


The total dental supplies market in Canada (retail value) 
is estimated to be in the region of $150,000,000. This 
includes equipment and laboratory supplies as well as those 
dental materials known as “sundries” or “consumables” by the 
trade. The dental practice component is estimated to be about 
$1 )5midliton. #OfSthis totalsabout™s5) miditionmist for ssundries 
and about $48 million for equipment; about $12 million is spent 
on artificial teeth. The wholesale value of the total market 
is about $77 million excluding costs of gold alloys. 


There are approximately 11 500 registered dentists in 
Canada but most members of the trade consider that there are 
not more than 8000 active dentists in materials usage terms and 
most companies use a figure of 7000-7500 active accounts as the 
basis of the dental business in Canada. The latter figure is 
in accord with the estimate of most companies that the average 
dentist spent about $7000 a year on consumables in 1979 and 
about $8000-9000 in 1980. It is further estimated that this 
was about 6-8 per cent of the gross income of the dentist. The 
total amount spent on supplies, including instruments, is 
thought to represent 9-10 per cent of the gross income of the 
dentist. Expenditures on major equipment are lower since the 
turnover on such items as chairs and units only occurs every 
7-10 years. 
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These data accord reasonably well with data from Statis-— 
tics Canada and the U.S.A. dental trade associations given 
problems of import classification and inflationary effects. 
Table 4.1 shows data for commodity imports from Statistics 
Canada for 1980. Unfortunately, a completely detailed break- 
down is not publicly available but it is evident that the total 
recorded import figure is about $6/ million similar in 
magnitude to the estimated wholesale value. If the figure for 
dental supplies is given a 35% markup to retail level (see next 
section) then the individual expenditure on imported items by 
7500 dentists would be $6600. (for 8000-$6250). If some 
allowance is made for Canadian production of dental amalgam and 
burs (drills), which are a significant fraction of the market, 
and recognition that some supplies are utilized by laboratories 
then a reasonable figure for sundry supplies in 1980 would 
appear to be $7000. 


Similar considerations applied to the figures for imports 
of instruments and equipment with allowance for a greater share 
for laboratories than in the case if supplies result in an 
expenditure of $3000-3500 per dentist and thus a round figure 
total of $11,000-12,000 per dentist. When the total figures 
for imported goods are similarly analysed then expenditures of 
$12,000-13,000 can be allocated after allowance for Canadian 


products. These figures are of course estimates since the 
situation is much more complex than can be analyzed by the 
available statistics. However, they must be close to the 


actual since the majority of dental goods are imported and so 
provide a basis for assessment. It is interesting to note that 
if a 10 per cent Canadian contribution is added to the total 
import figure then the total retail value for 1980 is over 
$100 million, close to the figure estimated by the trade. 


The American Dental Trade Association has estimated that 
the total market for dental professional supplies in 1979 in 
Canada was $80 million, with an additional $30 million of 
dental products consumed by dental laboratories (i.e. a factor 
Gf 2.7. times). The average gross income for dentists was 
estimated to be $120,000 (1979) with an expenditure of 7% of 
the gross on supplies and instruments excluding equipment. 
This was said to be greater than the average of 64 by American 
practitioners and this was explained by the additional duties 
paid on many supply items. This latter figure was based 
however on a study published in 1977. 


Many of the American dental products exported to Canada 
are not classified in the U.S. export data in a manner leading 
to their separate identification. This 1S: true. salso “of 
Canadian statistics - disposable needles and syringes are 
classified as a separate item by Statistics Canada for example, 
thus obscuring the dental usage in this area. However, some 
products are separately identifiable and Table 4.2 shows data 
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TABLE 4.1 


IMPORTS OF DENTAL SUPPLIES AND EQUIPMENT 1979/1980 


Value ($000) 
Commodity 1979 1980 


Artificial teeth 


complete dentures 1,423 650 
teeth 4,800 Bp PAu 
Onze DSL 


Dental Supplies 


metal filling materials big] 17 ,060 
orthodontic appliances Det LIDS 
other supplies 135306 LiAZ45 

26,658 S055 


Dental Instruments, 
Equipment, 


Chairs ao24 5,408 

hand instruments 6,160 fh Sysh) 

dental engines 166 222 

drills 862 601 

other parts 9,411 10,844 
22ea2 1 PUES Toys 
52008 67,582 

Source: Statistics Canada. Imports, Commodity Detail, 1980 
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for U.S. exports to Canada in 1979. These figures are for 
wholesale value. Export data on some important items such as 
anesthetic drugs, amalgam alloy, dental x-ray film, needles, 
Syringes, cotton products, paper products and _ prophylaxis 
materials are not separately listed. Data are also not avail- 
able on some essential laboratory products, including precious 
and non-precious metals, denture base materials, porcelain and 
acrylic veneering materials. 


The study by the American Dental Trade Association indi- 
cates that exports from the U.S. amount to at least 64 per cent 
of the products purchased by dentists and _ laboratories. 
Canadian dental manufacturers supply approximately 10 per cent 
and the remainder is supplies by other sources, including other 
nations and products supplied by manufacturing industries that 
would not be classified as dental companies. 


Comparison of the U.S. import figures for 1979 from 
Statistics Canada (which are the main contributors to Table 
4.1) shows a close agreement with Table 4.2. This suggests 
that the other data is of the correct order of magnitude. 
Thus, it could be deduced that for 7000-8000 dentists in Canada 
each spends annually (on average) $208-237 on U.S. cements and 
filling materials other than amalgam alloy, and $161-184 on 
U.S. impression materials. Overall on a pro rata basis the 
figures would "be —$325-3/70) and $251-287. However, these are 
only broad estimates, the pattern of use of materials varies in 
different practices especially in those of a speciality nature. 


According to the Canadian dental trade the most important 
consumable items used by the general dentist in approximate 
order of dollar magnitude are a) amalgam alloys; b) x-ray filn; 
c) filling materials including composites; d) anesthetics; 
e) impression materials; f) paper and cotton products; g) burs; 
h) prophylaxis products. Some figures are available for usage 
and pricing of these materials but no overall detailed survey 
appears to have been done (or made available). It is said that 
these items account for 654 of the consumable costs of the 
dentist. In this connection it is of interest to note that the 
total U.S.A. market for dental products is close to 1 billion 
dollars (U.S.). The Canadian market is thus about one-tenth or 
one-eleventh of this, which corresponds to the ratio of the 
number of practising dentists (11 000 vs 125 000). An analysis 
of the usage of dental materials for the U.S.A in 197/79 is 
available and the Canadian position may thus be expected to be 
the above fraction of that situation since it may be reliably 
assumed that patterns of general dental practice in the two 
countries are quite similar due to similar educational 
structures and availabilities of materials and services. 
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TABLE 4.2 


U.S. EXPORTS OF DENTAL MATERIALS TO CANADA — 1979 


Commodity Value ($000) ** 
Impression materials L288 
Cements and fillings* 1,664 
Hand instruments and parts 35900 
Other dental instruments 92726 
Plastic teeth 2,400 
Porcelain teeth Deke, 


20,920 


* Excluding amalgam alloy 


Source: American Dental Trade Association, 1981. 


*kConverted to Canadian Dollars 
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TABLE 4.3 


USAGE AND CONSUMPTION OF DENTAL PRODUCTS - 1978 


Product 
Anesthetic 
cartridges 


Disposable 
needles 


Alginate (full 
mouth) 


Composite resin 
(acid etch) 


Carbide Burs 
Prophy cups 
Koray viii 


Prophy paste 
with fluoride 


Lopicalrtiluoride 


Amalgam alloy 


Source: 
1979. 


Percent-— 
Age 


Users 


88 


85 


85 


84 


81 


78 


i 


69 


68 


67 


Consumable Dental Products. 


Average 
Monthly 


Quantity 


235 


176 


29 


80 


30 
85 


2 boxes 


89 


46 


5.54) OZ. 


Annual 


Quantity 


210 


154 


25 


44 


2D 


et 


22 


740 


859 


269 


886 


059 


049 


579 


848 


Projection 


078 


217 


905 


b22 


Jo1 


829 


eal 


646 


37/7 


400 


AnnualyCost — 
Individual 


Dentist ¢€s 1980 


DIS 


145 


85 


450 


450 


200 


505 


150 


150 


2400 


Annual Market Cycle Monitor, 
Harcourt Brace Jovanovich Dental Publications. 
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The analysis of consumable dental products in Lai 
(Harcourt Brace Jovanovich Dental Publications) was based upon 
a sample, the majority of which (7i.J74Z) were general” practi-— 
tioners; 31.2% had been in practice 5 years or less, and /1.04 
were solo practitioners. The survey identified the percentage 
of users of a particular class of product, the average monthly 
quantity used and the annual quantity projection; im’ the appro— 
priate units. Table 4.3 gives these parameters for items which 
were used by two-thirds or more of the dental population. The 
approximate annual dollar retail value in Canadian dollars of 
these items is also shown. 


Table 4.3 confirms that the “major cost)» itempirogeithe 
average dentist is amalgam alloy, followed by the anesthetic 
cartridges and needles and the other items listed previously. 
The list is not comprehensive since paper and cotton products 
were not included in the survey and impression materials were 
presented in a manner difficult to analyze in terms of mate- 
rials. Thus elastomeric impression materials (polysulphide, 
silicone, polyether) are not shown although there is evidence 
from the trade that dentists commonly would use six boxes of 
such materials a year at $20-40 a box. Thus total expenditures 
on impression materials may be $300-400 a year. 


Although the magnitude of many of these items agrees 
closely with the estimates of the Canadian dental trade, some 
discrepancies are evident whicn may reflect some differences in 
practice, or changes since this survey was carried out or 
errors in the survey. The usage of composite resins in Canada 
appears to be greater than that indicated and the usage of 
amalgam less. Thus the monthly number of composite resin 
restorations would appear to be about 1V00 giving an annual 
consumption of about 230 g and for amalgam about GRCOE 4.0 o. 
i.e. $1,800-2,000 at $40 per oz. Other filling materials are 
not included in the composite resin figure. Bur usage seems to 
be overestimated; a more reliable figure for Canada may be 22 
per month. Bearing in mind these omissions and modifications 
the total of $5,100 for the items as listed would be about 554 
of the previous estimated sundries expenditure, and thus the 
trade estimate of 65% for all the major items previously listed 
seems to be confirmed. 


These data then allow a basis for calculation of tariff 
effects on prices. However, these calculations will be rela- 
tive since inflationary increases in actual prices are large at 
the present time. Table 4°54 shows price increases Fover,) Ene 
year 1980 for selected items. Amalgam alloy underwent large 
variations. Such changes may obscure the effect of tariffs. 
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TABLE 4.4 


PRICE INCREASES FOR SELECTED DENTAL SUNDRIES 1980/1981 


Retail Prices 


Commodity January 1980 January 1981 % Increase 
$ $ 
Composite - Adaptic 69.90 13017, 14.9 
Composite - Concise [ses 81.60 8.0 
Anesthetic - Xylocaine PAN UTIS) 249.00 estegll 
Impression Material 
Permlastic 20.00 23,00 Ho .D 
Impregum Zoe) 27.1.0) 8.6 
Burs (per 100) 115,00 125.00 8.7 


4.5 Effect of Tariffs on Prices and Costs of Dental Products 


As outlined in a previous section most dentists, dental 
auxiliaries and dental laboratories obtain their supplies from 
dental depots who in turn buy from wholesalers. The border 
import price is thus, in general, subject to a markup by both 
wholesaler and retailer before it reaches the dentist. Most 
products undergo these markups since most products. are 
imported. 


The markups have been high historically because of the 
mature of the dental business. Customs and exise costs and 
brokerage must be met immediately by the wholesaler and an 
adequate inventory of a large number of low volume items must 
be maintained. Inventory represents a significant investment 
and potential loss under recent conditions. There is a need to 
employ staff to deal with customs documentation, Additional 
bilingual literature must be printed in Canada. Representa- 
tives must be utilized in view of the geographical situation in 
Canada. The wholesale mark up may be 30-40% or higher - a 
figure of 40% will be employed here. 


Similar arguments are advanced by retail dealers for the 
markup necessary for their distribution to the dentist. 
Additionally, many supply houses provide services which are not 
billed directly such as same day delivery, office planning, 
equipment set-up, long-term credit, stocking of small and low 
volume items and return privileges on goods such as part sets 
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of denture teeth. A restocking charge of 104 is usually 
applied in these instances. Most consumables and instrument 
items receive a 35 to 404 markup, equipment is higher, denture 
teeth may be marked up 200 per cent whereas precious metals may 
be as low as 15%. However, these markups are tempered by com- 
petition and special promotions and discounts. A 35 per cent 
figure will be adopted here although recently some dealers have 
used lower margins for consumables in response to mail order 
competition. It is of interest to note that one wholesaler 
found a margin of 25% was not adequate for his dealers. 


Most supplies are sold through the larger supply houses 
who offer a wide range of services and products. There are 


three or four companies dominant in this field. About 15 
per cent of supplies are estimated to be obtained through mail 
order companies. These companies supply many of the same 


materials from U.S. and other sources. The importing dentist 
must pay U.S. or other currency conversion and duty for legal 
importation thus minimizing the price differential. The 
dentist must also send cash with the order and has no extended 
credit. Thus the amount of Canadian mail order business is 
less than in the U.S.A. wheres it) as said to, be »aboubeZ0Z. 


Another significant factor in final price of dental pro- 
ducts to the dentist is federal sales tax. Generally materials 
employed in the mouth for the mitigation or prevention of 
dental disease carry no sales tax. Auxiliary materials which 
are nevertheless essential in dental treatment such as paper 
and cotton products and abrasive wheels may carry a sales tax 
of 9%. Thus some materials may be subject to both tariff and 
tax. Tariff schedules for dental materials were changed in the 
recent budget (Nov. 1981) and are shown in the attached 
Appendix.* The current rate for amalgam and resin filling 
materials is 12.5% for the Most Favoured Nation Tariff. 

Table 4.5 shows the price changes which occur after impor- 
tation at the various stages assuming a figure of 5 per cent to 
cover freight, brokerage and insurance costs. It is evident 
that for’ a $10 (U.S.) item the retail selling price in Canadian 
dollars is triple when both duty and tax are payable, and is 
2./ times higher when duty only is payable as would be the case 
with most restorative materials. When brokerage etc. and sell- 
ing margins remain the same the 12.5% duty on filling materials 
has a similar percentage effect on the retail price. The 
actual duty ($1.5) is however 5 .6/4e0f thesretail prices) sit. is 
increased to $2.99 by the retail chain markup i.e. by nearly 
200%. This may vary with different materials if these factors 
are variable. 


*Pages 72-74, 
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These calculations assume that margins remain constant 
with or without duty and tax. In point of fact members of the 
trade make the point strongly that the complexity of commodity 
classification and duties incur substantial manpower commit-— 
ments which increase costs. Thus one major supply house con- 
siders that for every 14 in duty retail prices are affected by 
1,25-1.35% depending on the item and the quantity. On this 
basis a 12.5% duty would result in an additional 15.6% increase 
in retail prices. 


One might therefore expect that during the period that 
tariffs were removed from dental materials from November 1979 
to October 1980 that prices might have changed by the dif- 
ference between such duty effects and the cost of inflation. 
Since some major items had duty of 15 per cent, such differ- 
ences might have been expected to be small. However, as Table 
4.4 shows major items showed erratic and large increases during 
this period. This is an over-implification of course, the 
period is too short for the lead time required for tariff 
changes to show an effect, external factors affecting prices 
are not the same as in Canada, and for the major item, dental 
amalgam alloy, wild swings in the price of silver during this 
time dramatically affected the dental market. 


TABLE 4.5 


EFFECT OF DUTY, TAX, AND SELLING COSTS ON 
DENTAL MATERIALS COSTS 


Original Cost Canadian No duty Duty* | NowDutyhe .Duty* 
Un Shae Conversion $ or tax no tax Tax** Tax** 
10 be 12 1345 13.08 Lael 


Brokerage freight 


insurance 5% 230 14.18 bor 3 15.44 
Wholesale margin — 402 17.64 1985 on ee Dh Toys 
Retail tnareine—T5% 23.81 26.80 25.94 20089 


<eDUtye=s 125% 


SeiTaxe= 9% 
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One other point should be made in this context. Since 
most materials are imported customs documentation including 
commodity classification is required even if no duty is pay- 
able, thus the trade has an unavoidable burden in this regard 
although greatly lightened by simplification and removal of 
tariffs. 


From this analysis the minimum percentage effect on mate- 
rials costs at the retail level is the tariff. The resulting 
amount will at least be passed on to the patient directly but 
this will be influenced by practice costs as discussed in the 
second chapter of this report. Here we discuss only the 
effects on materials costs at retail level. 


Effects of Tariffs on Dental Practice Materials 


Of the most important consumable items listed earlier and 
presented in Table 4.3 anesthetic materials and x-ray film are 
made in Canada; most paper and cotton goods are similarly manu- 
factured here. Canadian manufactured burs have a major share 
of the market and a small proportion of prophylaxis products 
are also produced. There is no duty on burs and therefore the 
major effects of tariffs are thus on costs for amalgam alloy, 
composite resin and other filling materials, and impression 
materials with less contributions from other sundries. By 
considering Tables 4.1-4.3 and the limited market research data 
some cost estimates can be arrived at. 


One market study indicates that Canadian dentists place 
29 000 O00 fillings a year. The average dentist places about 
90 restorations a week, 63 in amalgam and 26 in composite 
resin. The annual consumption of amalgam is 275 000 troy oz. 
and* 1. 100° 000 ¢ of composite resin.) “For: 7500 dentists, this 
would mean an annual amalgam consumption of 36.7 oz. and 147 g 
of composite resin (i.e. 6 x 28 g packages). These consumption 
data are broadly in agreement pro rata with the U.S. data in 
Table 4.3, though as indicated earlier the amalgam is somewhat 
lower and the composite resin higher. 


The amalgam data agrees with that from the clinical sur- 
veys in Chapter 2. The Canadian manufacturer of amalgam in 
that survey was found to have the major share of the market. 
Assuming this major share to be 50 per cent, the 50 per cent 
imported material would amount to 13/7 500 oz with a retail 
value of $50 an oz. (on average) and on average of total cost 
of: $6,875,000. “Ate.a «discount epritce fobes40ce per ozemthestotral 
would be $5,500,00. Duty paid would amount to $385,000 and 
$308,000 respectively. For 7/7500 dentists the average duty 
would therefore be $51 to $41 individually or for the 3/750 who 
use the imported material $102 to $82. The latter figure seems 
more probable since most dentists bury on special offers. Thus 
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it may be calculated that the average duty per oz. of imported 
amalgam is close to $2.50 and 1.8¢ per restoration. The actual 
increase in retail prices due to duty is however $859,000 to 
90075500" for the “twor alloy “prices, ite. “SI14.. fo %S91. per 
dentist and $5.50 per oz. Each restoration costs 3.9¢ more. 


These figures show that the average dentist spends $1,650 
annually on amalgam. These costs might be reduced by $200 
pea. if non-dutiable materials were used. In the past it was 
not uncommon for the dentist: to buy 100 oz. of alloy at one 
time (i.e. 2 years' supply). Thus his inventory cost would be 
increased by about $500 over this time because of duty. 
Currently, however, inventories are kept lower due to interest 
costs etc. and most dentists would probably buy not more than 
about 10 oz at one time. The price of imported and domestic 
amalgam alloys of similar type and quality is similar. This is 
explained by the domestic company as due to formulation and 
compositional differences, by better quality control procedures 
and by the greater cost of doing business in Canada. An unre- 
lated company with U.S. and Canadian branches has also com- 
mented that there is an additional cost of 204 for doing 
business in Canada, all other things adjusted because of higher 
labour and literature costs. 


Currently all composite resins are imported. The data 
mentioned previously and the U.S. data suggest that 800,000- 
900,000 composite resin fillings are placed each year in 
Canada. The consumption rate of 1.1 million g accords with an 
anterior filling weight of 120-140 mg. Because of the lower 
density the cost per gram of composite resin is much higher 
than for amalgam. The average amalgam alloy costs about $1.4 
per gram whereas for composites this ranges from $2.5/g for 
conventional materials to $5/g for the more recent light-cured 
materials. Thus in terms of conventional composite the retail 
market value is about $2.75 million. 


An educated guess would be that 20 per cent of the market 
is currently occupied by microfilled and light-cured mate- 
rials. Current value may therefore be 3.1 million. This 
accords well with an estimated consumption of 5-6 boxes of 28 g 
Orevcomposite per year for “each of “/500°dentists at” a “retail 
price ot 37 0-a box ($3.15 million). “Each “dentist™ thus spends 
about $350-400 a year on composite resin. Thus the total duty 
is close to $175,000. Each dentist pays about $23 and the duty 
cost per tilling 1s) about,”2¢. The “actual “total retail price 
increase is about $375,000, about $50 for each dentist and 4.5¢ 
Lor each 11 bling. 


Usage of impression materials is difficult to evaluate 
because of the wide range of materials but it is estimated by 
the trade that on average the dentist uses 10 cans of alginate 
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a year and 6 boxes of elastomeric impression materials. For 
these materials this represents a retail cost of $/0 and 
$120-480 respectively depending on the type of elastomeric 
material..» ‘The total for»both, materials ds, thus) S190Gton5550;, 
the average probably tending towards the lower figure. The 
total market figure for 7500 dentists and a $250 cost would be 
$1. Op amid Ii on. Allowing for other materials at an individual 
cost» of,.$300 ives, a totale retallemarket pvalueotso2.25 
million. Thus at a tariff of 7.54 (see appendix at the end of 
this chapter) the total duty would be $78,/50 and for each 
dentist $10.50. Actual retail. costs would be $1/0,000 in total 
and $23 for each dentist. 


There are other contributions from the current tariffs on 
dental materials to the costs of dental practice for example, 
cold curing acrylic denture materials (10%) and impression 
waxes (7.5%). The contribution of these items seems likely to 
be quite small. The question of other sundries has been dis- 
cussed in Chapter 2. Costs arising from prostheses will be 
discussed below. 


The market and duty figures which have been calculated in 
the foregoing paragraphs are perhaps conservative although they 
agree with the consumption figures. These data are summarized 
in Table 4.6 together with revised figures assuming 8000 active 
dentists. It is evident that the total yearly duty from the 
major consumables used by the dentist directly would be at most 
$650,000, assuming the rates of duty given in the appendix at 
the end of this chapter. The total cost per dentist per year 
would be $80 to $130 at most. The dentist however pays more 
because of the multiplier effects of wholesale and retail 
margins. Thus the actual costs are $1,315,000 of which each 
dentist pays $175. These are the costs which are ultimately 
passed on to the patient. These sums here may be increased 
slightly by other items such as acrylic teeth, acrylic resin 
and waxes for which no direct figures are available in this 
context. 


Effect of Tariffs on Dental Laboratory Costs 


The dental laboratory utilizes some dental materials and 
devices in the construction of a prosthesis (partial or com- 
plete removable denture, inlay, crown, bridge or other fixed 
construction) and still other materials and equipment in the 
production processes used in fabrication of the actual restora- 
tion or appliance. The dental laboratory industry is therefore 
concerned with three aspects of materials costs in relation to 
the final health care costs to the patient: a) the materials 
and equipment costs in fabrication; b) materials and labour 
costs in the prosthesis as they are transferred to the dentist 
and then to the patient; c) the effect of competitive costs of 
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finished prostheses which may be processed outside Canada and 
imported. The existence of tariffs may increase a) and b) and 
thus accentuate the effect of c). 


The concern in some areas of Canada, notably in British 
Columbia and the Maritimes and at border points, over pros- 
theses which are imported at lower prices from the U.S.A. 
(because of lower labour costs and materials) has been assuaged 
by the inclusion in the budget of a 15.7% duty on such pros- 
theses. This duty will decrease to 10.2% by 1987. This 
problem does not appear to be large over most of Canada. 


The major materials used by laboratories in prosthesis 
construction are gypsum (plaster) cast products and casting 
investments, pattern waxes, artificial teeth, acrylic denture 
materials, precious metal (gold, platinum, palladium, silver) 
and base metal (cobalt, nickel, chromium) casting alloys. 
Under the present tariff structure only acrylic denture 
materials (10%) and low gold content and non-precious alloys 
Gi Zereducing ‘toe5'<5 iby 198/) carry duty. 


Some of the larger laboratories import their own supplies 
used in bulk, e.g. - plaster and model stone, but the majority 
of laboratories buy from supply houses as do dentists and are 
subject to similar markup though large quantity discounts may 
apply. Some laboratories have franchises to use materials from 
a particular manufacturer, e.g. casting alloys or tooth mate- 
rial, for construction of their prostheses. Laboratories 
usually add a markup to materials obtained from a supply house 
for use in prostheses e.g. casting alloy or especially denture 
material. This may further increase any tariff contribution in 
the final product. However, since the manufacturer of pros- 
theses is a craft industry it is highly labour intensive and 
the major item in the laboratory costs which are transferred to 
the dentist is labour. From discussions with the industry, 
labour represents about 45% of the final costs, materials costs 
are 20-30%, the remainder being indirect and administrative 
costs with a profit margin of 9-102. 


Competition limits laboratory fees but these are also 
influenced by labour costs and the existence of dental plans, 
e.g. the government plan in British Columbia. Labour costs are 
20-25% higher in B.C. than most other provinces thus work is 
sent to Alberta and also to the U.S.A. Reduction in laboratory 
materials costs could have a significant effect on costs to the 
patient since many laboratories mark up materials used in 
prostheses construction perhaps by as much as 504. Typical 
laboratory costs for prosthetic items with the costs of the 
contained material indicated would be as follows: 


4.6 
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Prosthesis Cost Material Cost Duty Cost 
full crown-gold $ 85 Ss oi. Set 
full crown - non-precious 215) 5 Oxo5 
porcelain-metal unit-gold 120 3) == 
porcelain-metal unit- 95 ite) he @5 


non-precious 
acrylic denture 150 ZS ead 


partial denture- 220 5 05 
base metal 


Actual material costs would be slightly higher than the 
simple contained costs because of wastage. 


Unfortunately there is very little reliable information on 
the consumption of materials by laboratories in relation to 
prostheses produced and dentists usage. In recent years com- 
plete acrylic denture construction by dentists appears to have 
declined somewhat whereas the amount of crown and bridgework 
has increased. There has been a strong tendency towards low 
gold content and base metal alloys. The usage is variable 
across the country but probably is an average 604 base or low 
gold to 40% precious metal. 


Data cited in the survey referred to in Table 4.3 suggest 
that on average the dentist may accomplish 14 units of 
porcelain-metal restoration a month, 4 crowns, 1-2 dentures and 
1 partial denture. Duty for such a group would amount to 
$16/month. This is really a guesstimate and the actual figure 
would vary greatly in practice; however, it indicates an order 
of magnitude. Thus additional materials costs on prostheses 
due to duty perhaps amount to about $175 yearly (11 month-year) 
and could affect ‘costs to patients» by $262 overallc sor 7500 
dentists the annual duty paid through the laboratory would be 
Sl esi2as00; It would be useful if consumption figures were 
available to check this. Presumably such data could be made 
available through Statistics Canada. 


Conclusions 


This assessment from the dental trade aspect of the 
effects of dental tariffs on costs of dental products was done 
independently of the study on private practice (Chapter 2). 
The overall results show remarkably good agreement, which tends 
to support the data in each area. 
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This study shows that the total cost to the dentist for 
duty on consumables used directly in practice is about $80 when 
averaged over all dentists, and about $130 when amalgam alloy 
duty costs are ascribed exclusively to those dentists who use 
imported materials. As a direct cost to the patient this is 2 


- 3¢ per filling. Total duty from these materials amounts to 
$650,000. 


The effect of tariffs on materials on the direct costs of 
health care is increased by the marketing margins necessary for 
distribution of dental products. Thus the consequences of duty 
at the retail price level result in an additional $1,315,000 
over the total retail price without duty. This approximates to 
$175 per dentist. It could be argued that there are additional 
complicating factors related to administration of the duty by 
the trade, inventory interest for trader and dentist, and ex- 
change variation, but these are at present indeterminate and do 
not appear likely to alter the foregoing figures substantially 
bearing in mind that some account of these parameters must be 
incorporated into existing margins and fees. 


Additional duty is incurred through materials for pros- 
thetic construction. Only approximations can be made for this 
aspect but it could amount to $175 per dentist per year and a 
few dollars per patient. The total duty from this source is 
assumed to be about $1,312,500. Taking into account the rates 
of duty for the principal items involved this may represent a 
maximum of 50% more in direct costs to the patients, i.e. 
SLS966 7/50 


Thus the total duty accruing to the federal government 
each year from the tariffs on dental materials is $1.96 
million. Each dentist pays about $260. The increase in dental 
health care costs passed on to the patient through the dentist 
is around $3.26 million, which averages to $448 per dentist. 


The economic implications of this situation for the mate- 
rials aspect can be summed up quite succinctly. Additional 
connotations are discussed in the next chapter:- 


i) The effect of the present federal protective tariffs on 
dental health care costs in Canada is rather small and does not 
appear to be a major item in affecting present or future costs 
of both dental products and services. Labour costs and infla- 
tionary considerations appear to be much more important. How- 
ever, it should be noted that the perception of the importing 
segment of the dental trade is that the complex tariff and duty 
structure imposes additional manpower requirements and paper 
work which would be substantially reduced by an absence of 
tarnitts. An Paddi tional a> -lOMpertecentm ons iretail sprices is 
ascribed »to this) Lactor. In the absence of tariffs a price 
reduction of 15-20% of the retail price might thus' be 
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expected. Thus removal of the tariffs would decrease the 
retail price of certain materials and services, especially 
dental amalgam, but it is uncertain whether the full effect 
would be felt by the dentist and by the patient since the 
individual amount is small. Given the present structure of the 
dental trade substantial reduction in costs could be achieved 
only by a much more efficient distribution system. 


ii) The Canadian market for dental materials and products 
is a relatively small market. As improvements in dental health 
continue to occur through preventive materials and procedures 
such as fluoridation the demand for filling and prosthodontic 
materials will decrease in the next decade. The development of 
materials which have less toxic problems than dental amalgam 
will diminish the usage of that material. Thus the market for 
consumables will likely shrink. It is at present considered in 
the dental trade that a Canadian manufacturing company could 
not survive on Canadian business alone; export is essential. 
This situation seems to be even more likely in the future. 
Thus Canadian sources of supply are likely to be effective only 
if they are either very small producing specialist products in 
a local area or if they have a very large share of the Canadian 
market. Even in the present situation the example of one such 
company does not provide evidence that domestic prices can be 
much lower than imported materials. For tariffs to be effec 
tive in this context they would appear to require to be much 
higher than at present. Other mechanisms of promoting Canadian 
sources of supply of dental materials and products may be more 
effective. 


iii) The effects of tariffs on sales of imported materials 
in Canada, especially by multi-national corporations, seem to 
be small. It appears that present tariffs are not a barrier or 
a consideration in the decision of such companies whether or 
not to market a new product) in’ Canada.” It “is “essentially a 
marketing decision as to whether the sale is profitable since 
there is no effective competition in Canada in most instances. 
No good data exists to contrast Canadian and foreign products 
and prices where such a comparison can be made. The most 
successful manufacturing company (dental burs) based in Canada 
succeeds even in the absence of a tariff because of the techno- 
logical merits of its fabrication procedures and the quality of 
its product. However, the peculiar variability of the tariff 
structure i.e. no tariff for dental burs nor for dental gold 
(to mention two domestic manufacturers) is seen as a disincen- 
tive to Canadian manufacturers. It is said that we are the 
only country in the world which does not have an import duty on 
dental gold and that this has led to a decrease in the number 
of domestic gold manufacturers and an increase in the amount of 
imported dental gold at low prices. 


iv) The real effect of a competitive situation between 
foreign and domestic manufacturers is hard to assess in the 
absence of hard data on dental materials pricing and sales. 
The views of domestic manufacturers and suppliers are opposed 
in the present situation. The former require tariff protection 
whereas the latter would, in general, like to see tariffs 
removed. The data developed in this study indicate that the 
federal government collects $1.96 million in duty and creates 
additions expenditure on dental health care costs of $3.26 
million. This balance is adjusted by the protective effects of 
the tariff which require further clarification. In the end the 
production of dental materials in Canada perhaps should be 
regarded as a supply and strategic necessity which may be 
encouraged by the existance of tariffs. In this light the 
existing tariffs may be a small price to pay. However, for 
broad-based industry much higher protective tariffs would be 
needed if this were the chosen mechanism to facilitate domestic 
manufacture and this would probably invite foreign retaliation. 
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5. NATIONAL AND INTERNATIONAL ECONOMIC IMPLICATIONS* 
Dr. P. Manga 


The five terms of reference under this heading are 
addressed, in turn, in this chapter. 


5.1 The effects of reinstating the customs tariffs on securing 
Canadian sources of supply of dental materials and products. 


The reinstatement of the dental tariffs is consistent with 
the general policy of the federal and provincial governments in 
Canada to encourage domestic production of health care pro- 
ducts. The objection by Johnson and Johnson and other domestic 
producers is that the elimination of duties in 1979 constituted 
a dramatic change in the protection afforded by the tariffs. 
It also generated uncertainty about the reliability and consis- 
tency of the governments' policies vis-a-vis, not only the 
local production of dental materials and products but health 
care goods generally (medical devices, drugs, biologicals, 
medical equipment, etc.). In brief, they objected to altera- 
tions in the “rules of the game" after they had made commit- 
ments to invest in Canada. Inconsistent or uncertain federal 
policy adds to financial risks to new investment - the ultimate 
effect of which is to lower the level of investment. It was 
suggested by officials of the Department of Industry, Trade and 
Commerce that some firms would shelve their plans to diversify 
their product lines if the tariff protection were totally 
removed. 


Economic theory suggests that tariff protection should 
create new and additional investment in Canada, which means the 
creation of new employment opportunities and jobs. As well, 
increased domestic production means greater assurance of supply 
and an improvement in our balance of payments because of import 
substitution and exports to other countries. One might add two 
further advantages of tariffs, at least in theory. The kn 
creased local supply of dental materials means greater competi- 
tion for importers, at least for some materials for which the 
Canadian manufacturers have a sizable share of the market. 
Second, the availability of a domestic supply of dental goods 
protects Canadian dentists from price fluctuations resulting 
purely from changes in the exchange rates. 


*This chapter was written by Dr. Pran Manga as a consultant to 
the study team. Dr. Manga was asked as a health economist to 
give his perspective on the five terms of reference listed 
under the heading of this chapter. 
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While these are positive and worthwhile effects of the 
tariffs, there are hardly any reliable data to demonstrate the 
extent to which these advantages of tariff protection have been 
realized in Canada in the dental products industry. For 
example, an inquiry about as basic a fact as the number of 
persons directly and indirectly employed in the manufacturing 
of amalgams yielded guesstimates ranging from 10 to 5052 his 
is a rather wide range if one were to develop estimates about 
the costs of protection per job created. While the Department 
of Industry, Trade and Commerce is now in the process of gath- 
ering such basic data they will presumably be all recent or 
current figures. Only the firms themselves have the historical 
data which are needed for a proper assessment of the effect of 
the dental tariffs. Furthermore, as the Canadian Dental 
Association asks in its brief to the Senate Committee, what is 
the cost achieving these objectives, especially those relating 
to the creation of jobs? 


The Canadian Dental Association implicitly raised the 
question of whether the federal policy was based on a cost-— 
benefit analysis of reimposing the dental tariffs. The answer 
is, of course, that it was not because such an analysis could 
not have been undertaken given the serious lack of the required 
information. Officials in the Department of Industry, Trade 
and Commerce do have anecdotal evidence or specific cases which 
indicate that tariffs have led to greater investment in the 
local production of dental materials (amalgams for example), 
but it is doubtful if they have ever undertaken a definitive 
analysis to answer the question raised above. 


The discussion thus far does not dispute the fact that 
tariff protection does lead to a greater domestic production of 
dental materials and products. This surely is the case. Thus 
the reinstatement of dental tariffs should have the effect of 
preventing any diminution of local production that might have 
begun when the tariffs were removed. But a quantitative anal- 
ysis, of, this) effect ds veryedifficult eit not impossible to 
undertake. 


5.2 The effects of customs tariffs on present and future costs of 
dental materials, products and services. 


The Canadian Dental Association (CDA) has_ repeatedly 
asserted that the imposition of dental tariffs will have a 
significant impact on the cost of dental services to Ene 
patient. The CDA has not, however, provided any quantitative 
estimates of the impact on consumer prices of the dental 
tariffs on any one item (for example, amalgams) nor on all the 
dutiable materials and products taken together. That is, no- 
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where does the CDA say what the implication of the dental 
tariff is on, say, the cost per filling or the average per cent 
increase in dental fees for select services. 


The lack of supporting quantitative data is especially 
noteworthy given that the CDA had sufficient time to develop 
the required estimates and more importantly, has access to 
pertinent information. This is not to say that duties do not 
have an impact on prices, but since they are (a) relatively 
small, (b) imposed on select products only, and (d) do not 
change frequently, such duties must be treated on an ad hoc 
basis in pricing decisions by dentists. Dentistry is a very 
labour intensive industry. Much of the capital equipment and 
supplies are not dutiable and as the CDA itself acknowledged 
are also exempt from sales tax. The proportion of nonlabour 
inputs that is dutiable is therefore a small proportion of the 
overall costs of dental practice. Of course, the cost of the 
duties per se is a fraction of the aggregate costs of nonlabour 
inputs that are subject to the duties. It is difficult to see 
then just how the dental tariffs in question can have a severe 
effect on costs. 


How might one estimate the impact of dental tariffs on 
prices? A good starting point is to assume what the CDA 
believes about the pricing practices among dentists. In an 
oral submission to the Standing Senate Commitee on Banking, 
Trade and Commerce, the CDA stated: "our members will receive 
no economic benefit from the success of our submission, nor 
will they be economically injured by our failure. The sin> 
creased costs to dental patients result from the fact that 
costs of dental materials are passed on without markup to such 
patients: eCICDAs. No o/5 1981,. page. 410). If one further 
assumes that distributors are likewise inclined to pass along 
the duties on imported dental material to dentists without 
Markup, a “conservative estimate” of the impact of the duties 
on the cost of dental services can be estimated. 


The objective is to estimate the increment in the costs of 
providing dental services due to the imposition of dental 
tariffs on imported dental materials. For amalgams, an admit- 
tedly rough estimate of the current 14./ per cent tariff 
translates to a mere three to five cents per filling! 
Distributors may well have markups on the duties paid to cover 
administrative and transaction costs. Even if this markup were 
100 per cent, the impact of the duty on amalgams per filling 
would be miniscule in relation to average fee for fillings. It 
is to be noted that amalgams are one of the most common 
materials used in dental practice and constitute a major 
component of the dutiable products at issue. 


Duties on amalgams were of great concern to the CDA and 
were subject to particularly strong censure in their briefs. 
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The: CDA *Atself isaysetthaty the ycost. of 7 inereasedg@deutalmmate= 
rials will fall» primarily on the most» basic reconstructive 
surgery; thatpyiofees£id ling sqcavities# I MICDA aT Nomeeipe 179) 
page 410). (The Department of Finance has a consultant's 
report which estimated that the price effect of the duties on 
amalgams is in the range of 3 to 25 cents per filling. Accord- 
ing to Mr. Satherstrom of the Department's Tariff Division, the 
25 cent estimate was the highest imaginable figure based on 
highly improbable markup margins. Even 25 cents per filling 
works: out’ to a fraction of one per cent in “the Pincreasesin the 
price of .a filling” that is attri butabley tomthes imposition of 
the duty on amalgams.) 


The case of duties on amalgams discussed above can in 
principle be replicated for the other dental materials and 
products as well. The CDA is in an excellent position to 
undertake the required analysis, for what is required is 
detailed costs and production data from a representative sample 
of dental practices. It might be noted that if dentists spread 
the burden to all the dental services they provide rather than 
concentrate on a few services which require the dutiable mate- 
rials the price effect of the duties would be further diluted. 
In fact,“ Hidentistsedoe regard duties “as’ part’ "ofthe overhead 
costs then it makes sense -to spread this cost over all the 
services dentists provide. Either way, the estimates are 
likely to indicate a rather insignificant impact of the dental 
duties on the prices of dental services. 


Perhaps, most “importantly, ‘it “must be® noted “that Che 
impact “of tariffs on® the prices of dental services is) #4 one— 
shots‘affair. That is ; "the duties are™fractored into thetdental 
fee structure when they are initially imposed or soon there- 
after, but they cannot be added to the costs of dental services 
ad infinitun. (The burden of the duties can, of course, 
increase with increases in the prices of imported materials or 
products but! in’ this™case the real, ‘culprit is’ intlation and 
more particularly, price change in a few materials such as 
silver in the case of amalgams.) This 2poine sis: specially 
revelant to the present controversy. The federal budget did 
not impose new duties but merely reimposed duties that pre- 
vailed for about 16 years. These duties must have been fully 
factored into fee schedules and it is unrealistic for the CDA 
to pretend that prices must now be raised to incorporate the 
costs” of the. ‘duties asi) if) theyiewere’ av totally @new and 
additional burden. 


The dentists' case for any price increases attributable to 
the reimposition of duties would be credible if they had in 
fact lowered the prices of dental services during the one-year 
period November 1979 to October 1980 when these materials were 
duty-Erees The price decrease should also have been signifi- 
cant if the arguments made by the CDA about the severity of the 
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effects of dental tariffs is to be believed. Of course, there 
was no reduction in dental fees, not because dentists did not 
wish to pass on the "savings" or "“reductions”™ in material costs 
to patients but because the dental tariffs did not have much of 
an impact on dental fees in the first place. Indeed, the 
reduction in the prices of dental services would have been more 
probable if importers and distributors of the dutiable mate- 
rials and products passed the windfall gain they accrued from 
not having to pay the duties on to dentists via lower prices. 
It is difficult to make the case that during the recent duty- 
free period importers reduced the prices of the imported mate- 
rials by the amount of the duty and the usual markups on the 
duty. 


The point made above also implied that the effect of the 
dental tariffs on the future costs of dental materials, pro- 
ducts and services should be negligible. Indeed this is all 
the more so, since the rates of duties on various products and 
materials are to be reduced over the next five years in accor- 
dance with the recent Tokyo agreement. 


The effect of the customs tariffs on international trade 


agreements. 


The Canadian Dental Association has alleged that the 
“proposed imposition of a tariff under Bill C-50 on dental 
Mabenials is’ Ane violation “of* Article~ DLs of 9 'GATT +; (see 
Appendix 8). Paragraph 5 of Article II is designed to prevent 
contracting nations from reclassifying goods contained in 
tariff items covered by GATT in an attempt to escape their 
obligations. We submit that the proposed amendment is in 
direct contravention of such provision and of Canada's interna- 
tional commitment in that dental materials used in dental 
reconstructive surgery are being removed from Tariff Item 
47810-1 and are being made subject to a higher tariff rate than 
they would otherwise be if they remained in Tariff Item 
47810-1" (CDA, Submission to the Standing Senate Committee on 
Banking, Trade and Commerce, June 9, 1981; page 10). 


The GATT is a complex, legalistic and rather lengthy 
document and the issue raised by the CDA here is really a 
matter Lor legal experts inh «the interpretation and 
administration of GATT. The Department of Finance is of the 
view that this issue was duly considered by it and that the 
reimposition of the dental tariffs is not in contravention of 
GATT. 


A number of further observations pertinent to this issue 
follow. 
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The CDA's reference to Article 5 is mistaken (perhaps it 
was a typographical error). The relevant paragraphs is number 
3 which states that “No contracting party shall alter its 
method of determining dutiable value or of converting curren- 
cies so as to impair the value of any of the concessions pro- 
vided for in the appropriate Schedule annexed to this Agree- 
ment.” Paragraph 5 of Article II permits a signatory country 
of GATT to appeal to another signatory country if it believes 
that the latter country has altered the treatment contemplated 
by the tariff concessions agreed to in 19/9. For example, the 
U.S.A. could appeal to Canada if it felt that Canada was in 
contravention of GATT in reimposing the dental tariffs. To our 
knowledge no such appeal has been made. 


It should be noted too that virtually all countries that 
produce dental materials, equipment and products impose duties 
on imported dental goods. The United States is no exception to 
this rule. While the rates of duties vary from item to item, 
it is thought that on average the American rates are higher 
than ours. However, since member countries have agreed to 
implement the Tokyo agreement of 19/79, a reduction in the 
disparities among rates is already in progress. The pervasive- 
ness of duties of dental materials among the industrialized 
countries suggests that no country is likely to challenge the 
Canadian government policy change on dental tariffs. 


It should be further noted that the CDA's judgment about 
the propriety of the federal policy change takes as its refer- 
ence the change in the interpretation of the Customs Tariff at 
the end of 1979 which had, of course, the effect of allowing 
the importation of the dental materials duty free that were 
previously dutiable. The GATT agreement of 1979, which calls 
for a reduction in the rates for Tariff Item 47810-1 of 15% to 
9.2%, preceded the latter change. Thus, one possible defence 
the federal government has against the charge that it is in 
contravention of GATT is that the 1980 Budget merely restored 
the scope and application of the Tariff Item 47810-1 to that 
which was originally intended and which was in force at the 
time of the GATT negotiations and agreement of 19/79. Indeed, 
it is the history of the dental tariffs in Canada since 1963 
that is relevant in deciding whether or not the October 1980 
Budget decision is in contravention of GATT, and not just the 
history of the dental tariffs since November 1979. 


Clearly, the GATT issue can only be resolved decisively if 
a foreign country that is materially affected by the Canadian 
policy initiative decides to challenge the Canadian government 
on the matter. 


5.4 


S49) 
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The effect of reinstating the customs tariffs on the costs of 


supplies and materials sold in Canada by multinational 
corporations. 


[esis “very dirticuite to. asolate ethe  eftectr op dental 
tariffs on the prices of imported dental materials and pro- 
ducts, even if adequate price and volume data are available. 
The data, however, are not readily available. 


soon after the October 28, 1980 federal budget, a few 
importers advised dentists that the reimposition of dental 
tariffs would be passed on to them via higher prices for im- 
ported dental materials and products. The advertisements did 
not indicate by how much the prices would be increased. Empir- 
ically, it is very difficult to estimate the price-increasing 
effect of the federal policy change. It is, however, reason- 
able to expect that prices would rise by less than the full 
value of the duties for the following reason. As was pointed 
out earlier, it is unlikely that importers and distributors 
would have reduced the prices of the imported dental materials 
and products by the full value of the tariffs (and whatever 
markups that are typically added on) when these goods became 
duty free in November 1979, 


Thus, the policy change on this occasion probably resulted 
in a windfall gain to importers and distributors. It is pos- 
sible then, that the reimposition of these dental tariffs 
almost a year later would not necessarily lead to an increase 
in price by the full amount of the duties because of the exis— 
tence of these windfall gains. Another factor which would 
constrain the amount of the increase in prices of imported 
materials is competition from domestic producers, at least for 
those commodities for which the domestic supply constitutes a 
sizable share of the Canadian market. 


The reimposition of duties does not affect at all the 
costs of producing the dental materials and products of foreign 
firms. The effect of the duties (especially since these duties 
are not new but merely a reinstatement of them) is much too 
small to affect the size of the production runs of foreign 
firms to influence their costs. In general, it is thus un- 
likely that the prices that the foreign firms would charge for 
their goods to Canadian importers would be influenced by the 
reimposition of the dental tariffs. 


The effect of the reimposition of the customs tariffs on the 


balance of trade between Canada and other countries. 


Since one of the major purposes of the dental tariffs is 
to protect local producers of some of the dental materials and 
products in question (especially amalgams), their reinstatement 
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by the federal government can only improve our balance of trade 
vis-a-vis other countries, and most notably, the United 
States. However, it must be appreciated that since domestic 
production of these materials in relation to the total market 
for them is rather small, ranging from a high of about 37 per 
cent for amalgams to virtually nothing for some waxes and 
adhesives, the impact on the overall Canadian balance of trade 
is for practical purposes negligible. 


Elimination of the tariffs would certainly worsen our 
balance of trade as Canada would then import more of these 
goods. If the elimination of the tariffs were to lead to the 
total demise of the domestic industry, the impact would, of 
course, be greater but certainly not great enough to cause a 
noticeable change in the overall balance of trade and defi- 
nitely not enough to cause any change at all in the exchange 
rate between Canada and other exporting countries. Interna- 
tional trade accounts for about a quarter of our gross national 
product, and the size of the domestic production of the dutd— 
able dental materials is just too miniscule in relation to the 
overall international trade to make a difference. 


It should be noted that the change in 1979 which made the 
dental materials and products at issue duty-free, did not last 
long enough to have any noticeable effect on our balance of 


trade. It is obvious then that the reimposition of these 
dental duties would likewise have very little impact on our 
balance of trade. Indeed, all it does is to prevent the 


balance of trade from worsening as it surely would have if the 
1979 decision remained unchanged. 


6. CONCLUSIONS 


This final chapter draws together some of the findings 
from each of the four preceding chapters. Since this is 
intended to be a concluding summary it purposefully avoids 
presenting all the findings and comments found in the indivi- 
dual chapters which must be read for such details. There are, 
however, some common fundamental problems which must be stated 
here. 


6.0 Data and Analysis Problems 


The first difficulty concerns the quantity, quality and 
accessibility of the data required to answer satisfactorily the 
questions posed in the study's terms of reference. This was 
frequently mentioned earlier in this report and is repeated 
here simply for re-emphasis. The tariff per cents themselves 
also posed some difficulties. Not only were new dental tariffs 
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which would affect the future costs of imported dutiable items 
introduced during the course of this study but it was also 
discovered that the previous tariffs (used here to analyze the 
historical data obtained in two chapters) are not as clear-cut 
and universally applied as some believe. This issue is further 
confused by the extent of the tariffs being considered; that 
is, only those involved in dental reconstructive surgery or all 
dutiable imported consumable supplies. The markups applied by 
the wholesale importer and retail distributor to dental pro- 
ducts are also not as clear-cut and simple as the basic, aver- 
age figures, used in the analysis of this report, imply. ‘It is 
very likely that variations in these markups occur both over 
time and at any given point in time within the industry due to 
“specials”, freight charge differences, and differing company 
policies and profit margin experience. Also, varying levels of 
direct importation of dental goods from foreign-based supply 
houses by dentists confound the determination of over-all 
markups and duty costs to be used in these analyses. Even the 
determination of the number of active licensed dentists who 
potentially use the imported materials in question is not 
simple. Estimates from the dental industry and those based on 
downward adjustments of the number of licensees do not agree. 


However, it is not unusual to find uncertainties in a 
complex analysis. In such circumstances it is the reasonable- 
ness of the assumptions necessary for analysis completion that 
counts. Whatever one's decision here, the similarity of find- 
ings in this report when different sets of data are analyzed 
independently is striking and to us, at least, reassuring. 


6.1 Dental Fee-setting 


The report suggests that fee-setting in private dental 
practice may be influenced by very high increases in the costs 
of particular supplies, as evidenced by the recent amalgam 
restoration surcharges as silver alloy rose to record high 
price levels. However, it is uncertain whether dentists are 
selective about fee increases when dental material increases 
are more modest and non-specific. In these instances dentists 
may spread these greater overhead costs among all services. 
One point about the fee-setting process which is very evident 
(but seems to have been forgotten by many) is that dental 
tariffs on consumable supplies are not new charges. Except for 
the period of nearly one year following November 9, 1979, when 
the tariffs on one important group of dental supplies were 
removed, import tariffs have existed at least since 1963 -—- a 
period of 18 years. 


- 84 - 


6.2 Tariffs and Supply Prices 


It was observed that the price of some domestically- 
produced dental products is equivalent to imported dutiable 
ones of similar quality. Although the increased cost of doing 
business in Canada may be one explanatory factor for this price 
equivalence, the possibility also exists, according to economic 
theory, that the domestic product with a fair share of the 
market provides an incentive for importers to keep the cost of 
foreign goods down to the domestic levels. An additional 
benefit to Canadian dental providers arising from domestic pro- 
duction (which restrictive tariffs encourage) is that they are 
protected from fluctuations in price due to currency exchange 
variations. 


Based on both theoretical considerations and the anomalous 
changes in the price of certain supplies observed before, 
during and after the changes in the tariff imposed on dental 
reconstructive surgery, it appears that there was little 
decrease in price when the duty was removed and, later, little 
increase in price due to the reimposition of the duty. The 
tariff impact in this natural experiment situation was _ too 
slight to detect by the methods used herein. 


6.3 Amaglam Alloy Consumption 


6.4 


Using two different approaches the consumption of amalgam 
alloy in private dental practice -- the highest consumable 
supply cost component -—- was estimated at 40 ounces per dentist 
per year. About one-half of this alloy was imported and the 
resulting cost of duty was estimated to be from $54 to about 
$100 per dentist per year. 


Tariffs and Dental Care Costs 


Regarding the key question of the impact of the protective 
tariffs on dental care costs, all four analysts independently 
demonstrated that this cost per dentist (or, in some instances, 
per patient or per restoration) was very small relative to 
changes in other practice cost components. Since the method- 
ologies and data utilized varied it is somewhat surprising that 
the findings were so similar. Im the survey of private practi- 
tioners it was suggested that the retrospectively determined 
cost of the duty on all imported supplies per dentist per year 
was between $178 and $331, depending upon whether only the 
governmental share ($178) or this plus the industry's markup on 
this share ($331) was considered. These costs represented from 
2.8% to 5.2% tof wtotalicupply Vexpendituresmorm rom Oslo. to 
0.34% of gross income. 


- 8&5 - 


Nationally these costs, if extrapolated to all dentists 
dikely, toe user suchersupplies,," amounted. to from S127¥ to! $301 
million annually. These figures ignore the additional influ- 
ence of the duties on imported materials used in prosthetic 
applicance fabrications by the dental laboratories, which costs 
are passed directly on to patients. This comes to an estimated 
additional $1.3 million annually in Canada or $175 per dentist 


per year. These latter data arise from the dental trade 
industry itself. 


Analyses using this same source estimate that the impact 
of the new dental tariffs in the November 12, 1981 budget on 
dental care costs will be from $175 to $448 per dentist per 
year or from $1.3 to $3.26 million annually. As mentioned, 
this latter analysis concerns future costs. The lower figure 
of $175 refers to the cost of the duty alone plus the markups 
on this duty, whereas the higher figure contains in addition 
the duty on the imported laboratory materials. 


Similarly, the cost effect of the tariffs on the public, 
direct service programs was also determined to be relatively 
small. It was estimated that expenditures on dental supply 
items were between 10.1% and 11.0% higher because of protective 
tariffs. This most probably translates to between 0.32% and 
0.46% of total program costs, although for one smaller program 
the duties amounted to a 1.2% increase in total costs.* 


Thus, while the mode of delivery of dental care is diffe- 
rent than private practice, it seems that the costs attribut-— 
able to the tariffs are very much of the same order (indeed, 
the relative per cents of the tariff cost to gross income or 
total program costs were very close). Another way of looking 
at the cost impact of the tariffs on direct service programs 
was revealed by estimating changing costs per child. 


In Saskatchewan during the period when no duty was col- 
lected for items classified as forming part of a prosthesis in 
reconstructive dental surgery the published cost per enrolled 
child was “$69.90. The protective tariffs if dropped from 
general supply items would have reduced this cost per child by 
5.5¢, and had they been collected on the items used in recon- 
structive surgery, 25.5¢ would have been added per child. 


*Total program costs in each case include calculated capital 
costs since these programs provide care directly in school - 
or community-based dental clinics. 
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6.5 Observations from the Dental Industry 


Because of the very close connection between the dental 
industry and the tariffs, a summary of some of the conclusions 
drawn in this chapter of the report is worth repeating here. 
The effect of the protective tariffs on dental health care 
costs was determined to be rather small relative to labour 
costs and inflationary considerations which appear to be much 
more important. However, the importing industry feels that 
because of the extra paper work required by the tariffs retail 
prices are higher by 5% to 10%. Although in the absence of 
tariffs retail sprice: freductions of ib Ze tom 20 Zmedues stomthese 
savings in extra handling costs plus the duty itself are theo- 
retically possible, it is uncertain that decreases of this 
magnitude would actually be experienced by the dental provider 
(and his patients). 


Given the current structure of the dental trade in Canada, 
substantial reductions in costs could only be achieved by a 
more efficient distribution system. Since the Canadian market 
for dental materials and products is relatively very small, and 
since improvements in oral health status and new materials will 
lead to a further shrinkage in the consumable market, domestic 
Manufacturers must export their products or be highly special- 
ized in a local area or have a very large share of the Canadian 
market to survive. 


Tariffs seem to have little effect on the decisions by 
multinational companies whether or not to market a new product 
in Canada. The decision mainly centers on prospects for profit 
since in most instances no effective domestic competition 
exists. The peculiar variability in the Canadian tariff struc— 
ture whereby there is, for example, no tariff for dental burs 
or dental gold (two current domestic products) is seen as a 
disincentive by (other) Canadian manufacturers. On the other 
hand, existing tariffs seem to encourage Canadian production 
and thus may be a small price to pay. However, the stimulation 
of broad-based domestic industry would require much higher 
protective tariffs, and this probably would invite foreign 
retaliation. 


6.6 Sources of Increasing Costs in Care Provision 


All authors in this report agree that the provision of 
dental care is highly labour intensive. Thus it comes as no 
surprise that a major contributor to the increasing costs of 
providing care in private and public dental practice is 
salaries and benefits. In the public, direct service programs 
this component represented 56.6% to 79.2% of total costs over 
the five program years examined. Following salaries, program 
expenses in order of their per cent of total costs are: travel 


6.7 
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and accommodation (7.4% to 19.6%); capital costs (2.8% to 
10.3%); and dental supplies (3.0% to 11.4%). Influences on the 
changes in cost per relative time unit of clinical service 
output, were, inorder .of _ importance: salaries; travel and 
accommodation; dental supplies; capital costs; and postage and 
telephone charges. Over the two-year period ending in the fall 
Dive 509 thesessaccount edietona/ 0/4, fdwO0h el. Ws, Salt and 3.07 
respectively, of the increase in unit costs. 


Because output data from private practice were not avail- 
able, calculations of expense component cost increases over 
time per unit of service were not possible. Expenses in pri- 
vate dental practice were reported to occuper a greater pro- 
portion of gross income over time (to 58% at present). It was 
shown that increases in the salaries and benefits component of 
expenses were a major explanatory factor in this shift. 


Based on the limited time series available from private 
practice it appeared that the change in size of this component, 
which takes about 35% of expenses at the present time, was as 
much due to increases in the number and, probably, skill level 
(and salaries) of those employed by the dentist as to excessive 
salary increments for office staff well above inflation. 
Despite the growth and dominance of the salary component, its 
contribution, if any, to greater practice efficiency and 
quality is more important than the simple observations possible 
here without the requisite output data. 


Dental supplies were shown both in the provincial dental 
association and dental industry data to amount to from about 6% 
to 8% gross income (6.6% was the average using the private 
practice data alone). This expense component, along with that 
of office rent, maintenance and utilities was found to have a 
consistently low to moderate share of practice expenses over 
the three time periods studied. The observed growth of manage- 
ment fees as a large component (64) of total practice expenses 
gains even greater significance when it is realized that no 
more than 50% of dental practices in some provinces and prob- 
ably well under this in other provinces are incorporated. As 
with salaries, the changes (and thus real influence) of this 
factor in practice expenses standardized by units of service 
produced cannot be determined. 


National and International Implications 


Regarding the national and international economic implica- 
tions. of the dental tariffs not referred to above, the report 
suggests, among its findings, that the reimposition of the 
tariffs in the October 28, 1980 budget was not likely in con- 
travention of the 1979 Tokyo Round of the General Agreement on 
Trades and Tariffs (GATT) because the reimposition merely 


(S]5) Ne 


restored the tariffs to their levels at the time of the earlier 
GATT agreements. The legal issue, however, can only be decided 
by the appeal of a foreign government materially affected by 
the Canadian policy change. No such appeal has surfaced to 
date. 


Also, it was concluded that the reimposition of the dental 
tariffs probably prevented our foreign trade balance from 
worsening. 


6.8 Summary 


The’ tariffs may “apparently add™from $2™to9373 million to 
Canada's annual dental care costs. This is less than one-half 
of one per ‘cent of the nation’s “current “dental bill: The 
tariffs do offer and have the potential to offer in vthe future 
other possible counter-balancing benefits (small and indetermi- 
nate though these may be) directly to Canadian industry and to 
dental care providers. On’ *the fother-“hand} af tanrisisw were 
removed the potential loss of jobs in manufacturing amalgan, 
denture materials, waxes and other consumables and the loss of 
a made-in-Canada price and of a secure Canadian supply of these 
materials are negative aspects that must be considered. On 
balance the tariffs are seen as necessary to encourage domestic 
manufacturing in the small Canadian market. 
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Oral Submission by Dr. Hicks 


Mr. Chairman and Honourable Members of the Committee; 


My name is Dr. Robert Hicks and I am a practising 
dentist. 1 am appearing before you on behalf of the Candian 
Dental Association. I am making this presentation in my cCapa- 
city as a member of the Executive Council of the Association, 
and as Chairman of its Taxation Committee. 


The Association is the national organization for the 
dental prefession in Canada, representing 8500 of the 10 000 
dentists in Canada. 


We are here to strongly object to the proposed amendment 
to Tariff Item 47810-1 contained in Bill C-50 which will impose 
tariff duties on dental materials used in reconstructive sur 
gery, which items have by law been duty-free ever since Tariff 
item 47810-1 was introduced in 1963. 


We are here as advocates of government dental health poli- 
cies which will be in the best interests of Canadians. How- 
ever, the proposed imposition of duties on dental materials 
will directly result in increased costs to dental patients, and 
therefore will not be in their best interest. 


Our members will receive no economic benefit from the 
success of our submission, nor will they be economically 
injured by our failure. The increased costs to dental patients 
result from the fact that costs of dental materials are passed 
on without mark up to such patients. 


By way of background I note the following: 


Tariff Item 47810-1 has provided over the years that mate- 
rials used in reconstructive surgery are not subject to duty. 
Notwithstanding this, the Government's practice was to collect 
duty on dental materials used in reconstructive surgery but not 
on materials used in reconstructive surgery when done by 
members of the medical profession. 


In 1979 a Tariff Board decision held that the Government 's 
practice was wrong, that is to say, such dental materials used 
in reconstructive surgery were not and are not subject to duty. 


Now the Government wishes to reverse the law and impose 
duties only on dental materials. 
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Our Brief, which we have submitted today, sets forth the 
reasons for our objection to proposed amendment. I wish to 
highlight for the Committee certain of the key reasons for our 
objection. 


(1) The proposed amendment is contrary to the public 
policy of ensuring that health costs are as low as is 
consistent with a high quality of care. The amendment 
is contrary to the current general duty free treatment 
of dental equipment, supplies and materials under the 
Customs Tariff and of being exempt from sales tax 
under the Excise Tax Act. 


(2) The proposed amendment is unwarranted discrimination 
against the dental component of public health in that 
medical (not dental) materials for reconstructive 
surgery are duty-free. 


(3) This proposed amendment will protect primarily one 
multiproduct manufacturer who manufactures one type of 
dental material known as amalgam. We submit that the 
price to the public for each job in the protected 
manufacturing sector is excessive. 


(4) The proposed amendment penalizes access by Canadian 
dentists to new formulas and advanced technology 
developed outside of Canada with resultant effects on 
the cost of dental health care. 


(5) The proposed amendment is in violation of the spirit 
of Canada's most recent commitments under the General 
Agreement on Trade and Tariffs. 


(6) The decision to make the proposed change was made 
without prior consultation with dentists and without 
full consideration “of “the “issues. “More time’ “is: “re=- 
quired to analyse the proposed changes and their 
impact. 


The Department of Finance takes the position that the 
Government always intended that dental (not medical) materials 
for reconstructive surgery be subject to duty. We do not see 
any basis for such a position and we expand on this in our 
brief. 


The Department of Finance has recently stated that it will 
complete a review on the dutiable status of dental products, 
after the proposed amendment is implemented. We see no compel- 
ling logic in hastily changing existing law at the expense of 
dental patients and afterwards reviewing the issues. 
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The cost of increased dental materials will fall primarily 
on the most basic reconstructive surgery, that of filling 
cavities. The impact will therefore be greatest in the dental 
health maintenance of the average Canadian dental patient. 


The Canadian Dental Association recommends that the pro- 
posed amendment which will impose duty on dental materials used 
in reconstructive surgery be deleted from Bill C-50 and that 
duty-free status be maintained in accordance with the laws of 
Canada, which have been in force since 1963. 


I would be pleased to answer any questions the Committee 
may have. 
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THE CANADIAN DENTAL ASSOCIATION SUBMISSION 
TO THE STANDING SENATE COMMITTEE ON BANKING, 
TRADE AND COMMERCE ON THE PROPOSED CHANGES 

TO TARIFF ITEM 47810—-1 AND THE CONSEQUENTIAL 
EFFECT ON TARIFF ITEM 47900-1 UNDER BILL C-50 


Introduction 


The Canadian Dental Association objects to the proposed changes 
to the Customs Tariff which will result in the elimination of duty- 
free status for dental materials used in reconstructive surgery. 


As a background to our objection, we would like to briefly 
describe the structure, goals and activities of the Canadian Dental 
Association. 


The Association is the national organization of the dental 
profession in Canada; both a federation of Provincial Dental Asso- 
ciations, who are corporate members of the Canadian Association, and 
an organization of the individual dentists in Canada. 


The Association performs a multitude of services for dental 
public health in Canada and provides administrative and co-ordinating 
services for its members. 


Our activities in the dental public health area include: 
accreditation of university schools of dentistry and allied educa- 
tional programs; approval of commercial products which can assist in 
promoting dental health; testing of dental materials and assessment 
of their quality; organization and promotion of National Dental 
Health Month; and fielding inquiries from Government, social 
agencies and the general public respecting dental care. 


In submitting this brief, we are acting in our role as the 
advocates of dental health policies in Canada in the best interests 
of the Canadian public. Our members will receive no financial 
benefit from the success of our submission, nor will they be injured 
by our failure. One key point we wish to make is that increased 
costs related to dental materials are passed on to the patients. 


Objection 


The Canadian Dental Association strongly objects to the pro- 
posed amendment to Tariff Item 47810-1 contained in Bill C-50 (see 
Section 15(8) and Schedule VI) which will remove materials for use in 
reconstructive dental surgery from duty-free status. 


It is our submission that the proposed amendment is objection- 
able on social, economic, legal and procedural grounds. 


Our 
others: 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 
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submission is founded on the following eight reasons, among 


The proposed amendment is contrary to the public policy of 
ensuring that health costs are as low as is consistent 
with a high quality of care. The amendment is contrary to 
the current general duty-free treatment of dental equip- 
ment, supplies and materials under the Customs Tariff and 
often being exempt from sales tax under the Excise Tax 
Act. 


The proposed amendment is unwarranted discrimination 
against the dental component of public health in that 
medical (not dental) materials for reconstructive surgery 
are duty-free. 


The proposed amendment is costly in light of the recent 
rapid escalation in the cost of materials, such as silver 
amalgam which has tripled in price during the past five 
years. 


This proposed amendment will protect primarily one multi- 
product manufacturer who manufactures one type of dental 
material known as amalgam. We submit that the price to 
the public for each job in the protected manufacturing 
sector is excessive. 


The proposed amendment penalizes access by Canadian 
dentists to new formulas and advanced technology developed 
outside of Canada with resultant effects on the cost of 
dental health care. 


The proposed amendment is in violation of the spirit of 
Canada's most recent commitments under the General Agree- 
ment on Trade and Tariffs. 


The decision to make the proposed change was made without 
prior consultation with dentists and without full con- 
sideration of the issues. More time is required to 
analyse the proposed changes and their impact. 


The social impact of the proposed change is regressive and 
will fall primarily on the average Canadian dental patient 
whose cost of dental health maintenance will increase. 
The proposed amendment will have no financial impact on 
dentists since such cost increase is passed on to the 
public. 


Background to Tariff Item 47810—-1 and Related Tariffs 


We now outline briefly the history of Tariff Item 47810-1, and 
the tariff status of other dental supplies. 
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The main articles and materials that a dentist uses in his 
practice’ which*are peculiar” to™him, are’ as follows: dental chair, 
x-ray equipment, dental instruments, dental protheses, (which are 
artificial parts to supply a defect to the body), sterilizing equip- 
ment, anaesthetic and oxygen administering apparatus and various 
materials such as amalgams, cements, synthetic composites, screws and 
liners used in reconstructive surgery. All of the above are, under 
present law, admitted into Canada duty-free from countries classified 
for tariff purposes as Most Favoured Nations. (see Appendix 1) 


The proposed amendment would remove from such duty-free status 
the “materials” including amalgams used in dental reconstructive 
surgery, and those articles such as screws used by dentists in 
constructing dental prostheses. 


The Tariff Board in its decision in the Unident case* dated 
February 16, 1979, held that the law in Canada is that dental mate- 
rials used in reconstructive surgery are duty-free in that they 
qualify under Tariff Item 4/810-l1. The administrative practice of 
Revenue Canada before such case was to impose duties on dental 
materials notwithstanding that Revenue Canada had since 1963, when 
Tariff Item 47810-1 was introduced, not imposed duties on materials 
used in reconstructive surgery performed by the medical profession. 


The government is now proposing an amendment which will impose 
duty on materials used in dental reconstructive surgery while still 
allowing materials used in reconstructive surgery performed by the 
medical profession to be duty-free. 


Public Policy 


The cost of health care has been of great concern to govern- 
ments and the public. One of the goals of our society is that health 
care be accessible and of high quality. This public policy has been 
demonstrated through a wide range of government action, including 
duty-free status and federal sales tax exemption for equipment, 
supplies and materials related to public health. As previously men- 
tioned, items specifically related to dentistry are generally not 
dutiable. In addition, dental equipment and supplies (with the 
exception Of articles such as dentists’ chairs) are ‘exempt from 
federal sales tax under Schedule III to the Excise Tax Act (See 
Appendix 2).** Current amendments to the Excise Tax Act proposed in 
Bill C-5/7 specifically continue such tax exempt status (see Section 
33 of Bill C-57, reproduced in Appendix 3). 


*Unident Limited and the Deputy Minister of National Revenue for 
Customs and Excise, Tariff Board Appeal No. 13/7. 


*kEditor's Footnote: Not all equipment is exempt from sales tax. 
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These measures reflect the federal government's commitment to 
keeping the cost of health care to Canadians at as low a level as 
possible, in tandem with achieving a high quality of care. 


This government policy was recognized by the Tariff Board 
Report in 1968 pursuant to Reference 134 on Equipment for Hospitals 
and other Institutions (Letter of Reference reproduced in 
Appendix 4). In its report, the Tariff Board explicitly recommended 
the continuation of duty-free status for goods in Tariff Item 47810-1 
(surgical prostheses and materials used in reconstructive surgery, 
see Recommended Item IV of Reference 134 reproduced in Appendix 5) 
and the expansion of the scope of duty-free entry under Tariff Item 
47600-1 (X-ray apparatus, instruments, sterilizers etc., see Recom- 
mended Item X of Reference 134 reproduced in Appendix 6). These 
recommendations were implemented. 


Discrimination 


The Tariff Board decision in the Unident case affirmed that 
dental materials should enter duty-free under Tariff Item 47810-1. 
The government's proposed amendment to such tariff item is to impose 
duties on materials for dental reconstructive surgery while allowing 
materials for reconstructive surgery by the medical profession to be 
duty=sErees We submit that there is no justification, for’ such 
discrimination. 


It is important to note that imposition of duty on such dental 
materials has no effect on the income of dental practitioners. 
Dental materials are a pass-on item. Dentists include in their fees, 
without markup, the cost of dental materials used in each procedure. 
This is a principle of fee guidelines of Provincial Dental Associa- 
tions. It is submitted that the effect of the imposition of duty 
will fall directly on our patients, not on dentists. 


Rising cost of dental materials 


The cost of the dental materials used in dental reconstructive 
surgery has risen dramatically. Dental amalgams, for example, have 
on average tripled in price since 19/6. 


It is estimated by the Association that on average a dentist 
spends approximately $8,500 per year on materials for use in dental 
reconstructive surgery. The imposition of duty would be costly to 
dental patients. If the government's proposed amendment is passed, 
such dental materials would be dutiable up to 17.5% (see Appendix 7). 


The Association is extremely concerned that the combination of 
the general increase in costs of dental materials and the imposition 
of duty thereon is not in the best interests of the federal govern- 
ment's overall policy to contain health costs. 
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Assessment of Economic Argument for Protection 


It is our understanding that the imposition of the tariff has 
been sought by a certain Canadian manufacturer of amalgam. 


What economic analysis has led the Department of Finance to 
believe that amalgam production in Canada requires protection? As 
well, we seriously question the imposition of duties on all dental 
materials used in reconstructive surgery in order to protect one 
specific dental material. 


If a manufacturer of amalgam merits government assistance, we 
submit that the proposed tariff protection is not an appropriate way 
for the government to provide such assistance. such tariff, pro- 
tection creates a significant negative impact on the Canadian public 
in the area of health care costs. 


We also question how the government arrived at a 14.4% tariff 
rate on amalgam. How reasonable is such tariff rate? Beyond a 
reasonable level a tariff impacts directly and more negatively on the 
public than the overall positive impact intended by government. 


Government in such instances must obviously carefully examine 
the Canadian manufacturer or manufacturers being protected by any 
proposed tariff. If, for example, the principal beneficiary of a 
tariff is a multiproduct and financially stable company and the pro- 
duct being protected is not its principal product, then one reason- 
ably expects that there must be a vitally important and compelling 
reason to impose any kind of tariff, let alone a tariff of 14.4%. We 
are convinced that circumstances exist in Canada to justify such a 
tariff on amalgam, let alone tariff protection on all dental 
materials. 


Aside from such economic considerations, the government con- 
siders the importance of encouraging a material increase in employ- 
ment in Canada by tariff protection. In this regard, it is important 
to note that the Tariff Board in Reference 134 explicitly recognized 
the conflict between protection for domestic producers and the 
interests of public health. The Tariff Board came down on the side 
of public health. It is also important to note that the additional 
jobs created in Canada may be minimal in this instance. We under- 
stand, for example, that the Canadian manufacturer of dental amalgam, 
employs less than 10 people for such production. What is the cost 
per job on a present employment basis or on a reasonable future pro- 
jection when you consider the extra costs that may be incurred by 
dental patients as a result of the passing on by dentists of in- 
creased tariff costs. We suspect that such per job costs are 
exhorbitant and unjustified. 


Consideration must also be given to what opportunity or likeli- 
hood the protected manufacturers have to materially break into 
foreign markets, and particularly into the United States market. We 


- 98 - 


understand, for example, that the principal Canadian manufacturer of 
dental materials, the manufacturer of amalgam, has a parent corpora 
tion in the United States which also manufactures the same product. 


Access to World Technology 


The Canadian Dental. Association is very concerned with the 
distortion that the proposed tariff may have on Canadian dentists' 
access to new and advanced dental materials produced outside of 
Canada. Dentists, in endeavouring to mitigate costs to patients, may 
be hesitant to purchase such new and advanced materials. 


For example, we submit that dentists will be denied full and 
free access to the full range of various amalgams and to new advances 
in amalgam products being made available outside of Canada. Silver 
alloy amalgams are continually being advanced in order to improve 
margin strength and to reduce problems due to the pressure of 
biting. The free flow of such dental materials across our borders is 
very important for public health in Canada and must not be discour-— 
aged in any way. 


We do not believe it is sensible or prudent public health 
policy to add pricing distortion to product choice by imposition of a 
tariff in the particular circumstances outlined in this Brief. 


International Agreement On Tariff Item 47810-1 


Canada agreed in 1979 to tariff concessions resulting from the 
Tokyo Rounds for the General Agreement on Trade and Tariffs 
("GATT"). One of Canada's commitments contained in Schedule V to the 
General Agreement was the reduction of the concession rate for Tariff 
Item 47810-1 from 15% to 9.24, in eight equal reductions by 
January 1, 1987. As the Committee is no doubt aware, the Concession 
rate is the highest level of duty that Canada may charge to Most 
favoured Nations. Presently, there is no duty charged in Canada on 
goods within Tariff Item 47810-l. 


The law in Canada, now, and at the time of the Tokyo Rounds is 
that dental materials used in dental reconstructive surgery are 
within Tariff Item 47810-1. We submit that the proposed imposition 
of a tariff under Bill C-50 on dental materials is in violation of 
Article Il of GATT (See Appendix! 8). Paragraph 5,of Article stl is 
designed to prevent contracting nations from reclassifying goods 
contained in tariffs items covered by GATT in an attempt to escape 
their obligations. We submit that the proposed amendment is in 
direct contravention of such provision and of Canada's international 
commitment in that dental materials used in dental reconstructive 
surgery are being removed from Tariff Item 47810-1 and are being made 
subject to a higher tariff rate than they would otherwise be if they 
remained in Tariff Item 47810-l. 
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The Amendment Process 


The Canadian Dental Association has serious reservations about 
the procedures followed by government in the amending process in 
respect of Tariff Item 47810-1. 


The 1979 decision of the Tariff Board in the Unident case held 
that dental materials should enter Canada free of duty under Tariff 
Ltenwa7sro-1, This meant that the administrative practice of 
Revenue Canada of excluding dental materials from duty-free status 
had been contrary to law. 


The Department of Finance in supporting their amendment to 
exclude dental materials used in dental reconstructive surgery from 
duty-free status, while materials used in reconstructive surgery by 
the medical profession are not so excluded, justify their position on 
the basis that it was always the intent and policy of the government 
to do exactly this. We submit that such an interpretation is not 
well founded. We have been presented with no evidence of such a 
policy, and in fact the Tariff Reference 134 (see Appendix 4) in 1968 
explicitly reaffirmed the policy of a duty-free status for Tariffs 
Item 47810-1, which included materials for reconstructive surgery. 


We further object to the fact that the proposed change to 
Tariff Item 47810-1 was introduced without adequate consultation with 
the dental profession and other interested organizations and parties. 


The Department of Finance has recently stated that it will 
complete a review on the dutiable status of dental products after the 
proposed amendment is implemented. We see no compelling logic in 
blindly changing existing law at the expense of dental patients and 
afterwards reviewing the issues. 


Social Impact of the Proposed Amendment 


We reiterate that the proposed tariff changes have the effect 
of increasing dental costs to the public. Dental care is an essen- 
tial part of personal health management. The public is not well 
served by an amendment which primarily protects one product of one 
manufacturer, particularly in the circumstances of the case before 
you. Relatively few jobs are involved. We are not convinced that 
the facts justify such tariff protection. We feel that inadequate 
consideration has been given to the effect on public health of the 
lack of free access to new and advanced dental materials from outside 
Canada. 


The cost of increased dental materials will fall primarily on 
the most basic dental reconstructive procedure, that of filling 
cavities. The impact will therefore be greatest on the dental health 
maintenance of the average Canadian dental patient. 
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Summary 


The Candian Dental Association recommends that the proposed 
amendment which will impose duty on materials used in reconstructive 
dental surgery be deleted from Bill C-50 and that duty-free status be 
maintained in accordance with the present laws of Canada, which have 
been in force since 1963. 


We thank the Committee for its time and attention in reviewing 
our submission, and trust in the Committee's good judgment. 
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APPENDIX I 


Current Treatment of Dental Equipment, Supplies and Mate 
the Customs Tariff. 


TARIFF ITEM DESCRIPTION 

47810-1 Aural, nasal, mastectomy and other medical 
or surgical prostheses; materials for 
use in reconstructive surgery; 


ileostomy, colostomy and urinary appli- 
ances or articles other than infants' 
pants and diapers, designed to be worn 
by an individual; materials and articles 
required therewith for proper applica- 
Eien P ands Malm enaAnice Paes. sete ce selec siete 


47900-1 Materials and articles for use exclusively 
in the manufacture of the goods enumer- 
atedyinwtarift aitems4/600-1,, .47605-1, 
WT S05 See) ClO eene ay OED). a s47-320-—1 , 
OLOZoei 8) CSUs Weandies) S35-1et Sosa 6 3's 


42300-1 DentalS chars; 7) dental sinits; ‘electric 
dental engines; dental cuspidors; parts 
of the foregoing @eeeeeeseesvneeveeeeeeeeeeeee 


47600-1 X-ray apparatus and X-ray film; micro- 
scopes, illuminating devices and stands 
for use therewith; the following sur- 
gical, dental, veterinary and diagnostic 
articles: instruments; sterilizers; 
cobalt-therapy units; anaesthesia, sur- 
gical suction and oxygen administering 
apparatus including motive power and 
wall outlets but not piping systems. 
Partsanotes4i ll yethe aforesoing; “electric 
light lamps designed for use with all 
the foregoing; portable cases and con- 
tainers for all the foregoing ....c.ceeee 


ials Under 


M.F.N. DUTY 


Free 


Free 


Free 


Free 
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Excise Tax Act, Treatment of Dental Supplies 


Articles 
exempted 


Articles 
partially 
exempted 


Articles 
partially 
exempted 


Further articles 
exempted 


Interpretation 


29. (1) The tax imposed by section 
27 does not apply to the sale or 
importation of the articles mentioned 
in Schedule III. 


(2) The tax imposed by section 27 
shall be imposed only on fifty per 
cent of the sale price if manufactured 
in Canada, or fifty per cent of the 
duty-paid value if imported, of metric 
retail scales having a maximum weigh- 
ing capacity of one hundred kilograms 
and specifically designed for the 
weighing of goods in retail opera- 
tions, when sold or imported before 
July el tot. 


(3) There shall be imposed, levied 
and collected only five-twelfths of 
the tax imposed by section 2/7 on the 
sale or importation of the articles 
enumerated in Schedule V. 


(4) The taxes imposed by Parts III 
to V inclusive, do not apply to goods 
imported under Customs Tariff items 
O9005=1s 69505-l ey G9310-lee oo s1o- 
70305—Ie0 70310=1. 9/0515 — be e020 
7032 1=1 ,/0405Sh5 7041 0=1y8/ 0505-1 <and 
70800=13 


(5) [Repealed 1970-71-72, c. 62. s. 
262) .) 


(6) #Theycreferencel sine Partivil of 
Schedule III 
(a)e’to Btaritft itemsee4760041 and 
47815-1 shall be read and construed 
as a reference to those items as 
they read immediately before June 4, 
1969 seand 
(b) to tariff item 69520-1 shall be 
read and construed as a reference to 
that item as it read immediately 
before Junesl 9.1971.) Ra cet. 
Se 295 19/7 0=/ 1-12 eC. Oe U Esmee 
1973-74). ce le sie Ve 1974-75-16 
Ges 2450ss 15s) 976-77) oo rees 
Ce esr 
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SCHEDULE III 


PART VII 


GOODS ENUMERATED IN CUSTOMS TARIFF ITEMS 


1. Goods enumerated in Customs Tariff items 17 BOSSNe 
iS LOS ee See elt 0al Sel 3 2o— te el 330) 209 10-1 , 
39205 > ee LOS] oe SO400=1 Sw 40601—1.. 40602-1 . 40900-1, 
4£0902—1,, .40904-1, _40906-1,. 40908-1, 40910-1, 40912-1, 
409 Valente 4O916-1,8 840918= 136. 40920-=1.68 40922-1004 40924=15. 
WO926-lyei 4092815 1 40930-1, andes complete parts! ‘thereof; 
40932-1, 40934-1, 40948-1, 40950-1, 40956-1, 40958-1, 
20960 lee A 3600-1, e407/00-ls— 4403/—1,. 944040— les 1 46000-L, 
H/OO0=IE= B42) 605— le ea /GhO= 1. G6/7S05—)) 47510 6/81 ocade 
438000=I2 48005—-1 > —4g100-1. .48105-1,. 66310-1, 66600-1, 
GOAD0mIE 2:08 200= leg G52 05=1 69 005— 18% 9,.69200-1.,9".69205=1% 
BOAT Ose Ov Oe)) mova LO Rio OSd aL) 469505 =I46 1095 10-16 
boalo— | mao IocOSee 695925—1 Yai 9605—-1p a) 69610—lew 69615=1; 
O97 00-05 s 693 0041s eeroo900-15 MmmOOO0S Ye /O1LO0—1s = 7.0200, 
JUS05— le 04 l0— 1 a LOSOU=te 70S 15—-1. 76600—), 

2. Articles and materials that enter into the cost of 
manufacture of the goods enumerated in Customs Tariff 
items A097 0G— lee 0902-1 40904 —1.  40906—1 5, . 40908=1, 
US LO 1 geet Le Ota] GOO. AOU LG— 1. « 40920-1, 
50922 O97 te A O926— 1 O09 7G—-1l, 40932—-1, 40934—1, 


40944-1, and 43915-1, when imported by manufacturers for 
use exclusively in the manufacture in their own factories 


of the goods enumerated in the foregoing tariff 


under regulations prescribed by the Minister. 


items 


3. Articles and materials for use exclusively in the 
manufacture of goods enumerated in Customs Tariff items 


17305-1, 17310-1, 17315-1, 17320-1, 17325-1, 17330-1, 
40601-1, 40602-1, 40900-1, 40902-1, 40904-1, 40906-1, 
40908-1, 40910-1, 40912-1, 40914-1, 40916-1, 40918-1, 
40920-1, 40922-1, 40924-1, 40926-1, 40928-1, 40930-1, 
40932-1, 40934-1, 40948-1, 40950-1, 40956-1, 40958-1, 
40960-1, 41010-1, 41100-1, 41110-1, 43915-1, 44037-1, 
44040-1, 47600-1, 47605-1, 48000-1, 48005-1, 48100-1, 
48105-1, 66300-1, 66305-1, 66310-1, 66600-1, 66700-1, 
69605-1, 69610-1. 


tf 


4. Materials, not including plant equipment consumed in 
process of manufacture or production, that enter directly 
into the cost of goods enumerated in Customs Tariff items 
40601-1, 40602=1, 40900=1," 40902-1, 40904-15— 40906-—1, 
40908=1,. GO910-1, WAO9U2-=) (40901 4— ees 09 1.6 ee GUO |= 
40920—1,, -40922-13% 40924-1L..8 40926] | ee40923-14558.40930-1- 
40932-1, GO9S4-1eeA40948= 1 2409 SOS ar 1 OOS 41 OO 15 
4110-1, 43915-1fn 4403%—1, F44040-l% | 47000=Iee A 700a—i- 
48000-1, “48005=1, 66300-1,  66305-15 60600-1595  66/00-I- 
69600513," 69610+1% 


Editor's Footnote: Part VII of Schedule III of the Excise Tax 
Act as indicated in the Canadian Dental Association submission 
was repealed by the Budget of October 28, 1980, affecting 
tariff item 47810-1, the prosthesis item, and effective 
January 1, 1981. 


With effect from March 30, 1966 the Excise Tax Act has provided 
sales tax exemption for dental prostheses (artificial teeth and 
articles and materials for use in the manufacture thereof) as 
named in Part VIII of Schedule III, Section 5. 
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PART VIII 
HEALTH 


1, Any material, substance, mixture, compound 
or preparation, of whatever composition or in 
whatever form, including materials for use ex- 
clusively in the manufacture thereof, sold or 
represented for use in the diagnosis, treatment, 
mitigation or prevention of a disease, disorder, 
abnormal physical state, or the symptoms thereof, 
in humans or animals or for restoring, correcting 
or modifying organic functions in humans or 
animals, but not including cosmetics. 


2. Articles and materials for the sole use of 
any bona fide public hospital certified to be 
such by the Department of National Health and 
Welfare, when purchased in good faith for use 
exclusively by the said hospital and not for 
resale. 


3. Artificial breathing apparatus purchased or 
leased on the written order of a registered 
medical practitioner by an individual afflicted 
with a respiratory disorder for his own use. 


3.1 Mechanical percussors for postural drainage 
treatment purchased on the written order of a 
registered medical practitioner. 


4 Art ipicialweyess: 


5. Artificial teeth and articles and materials 
for use in the manufacture thereof. 


6. Hearing aids and parts therefor, including 
batteries specifically designed for use there- 
with. 


7. Laryngeal speaking aids and parts therefor, 
including batteries specifically designed for use 
therewith. 


8. Plastic surgical drapes for use during sur- 
gical operations and articles and materials for 
use in the manufacture thereof. 


9, Prepared surgical skin closure devices and 
articles and materials for use in the manufacture 
thereof. 
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10. Prepared surgical sutures. 


ll. Eyeglasses and contact lenses for the 
treatment or correction of a defect of vision 
when prepared in accordance with the prescription 
of a medical practitioner or an optometrist and 
parts therefor. 


12. Communication devices, for use with tele- 
graph or telephone apparatus, purchased or leased 
on the written order of a registered medical 
practitioner for the assistance of the deaf and 
the dumb. 


13. Invalid chairs, commode chairs, walkers, 
wheel-chair lifts and similar aids to locomotion, 
with or without wheels; motive power and wheel 
assemblies therefor; patterning devices; toilet, 
bath and shower seats; all the foregoing spe- 
cially designed for the disabled, and such other 
equipment as may be prescribed by regulation of 
the Governor in Council as being aids to the 
mobility of the disabled; accessories and attach- 
ments for all the foregoing, including batteries 
specially designed for use therewith. 


14. Selector control devices, purchased or 
leased on the written order of a registered 
medical practitioner, specially designed for use 
by physically handicapped persons to enable such 
persons to select, energize or control various 
household, industrial and office equipment. 


15. Heart monitoring devices, purchased or 
leased on the written order of a registered 
medical practitioner by an individual afflicted 
with heart disease for his own use, including 
batteries specially designed for use therewith. 


16. Hospital beds purchased or leased on the 
written order of a registered medical practi- 
tioner by an incapacitated person for his own 
use. 


17. Needles and syringes designed for medical 
purposes. 


18. Articles and materials for use exclusively 
in the manufacture or production of the tax 
exempt products mentioned in this Part. 
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Continued Exemption For Dental Supplies Under Bill C-57% 


33 2) Part VillofeSchedule Ill to the’ said 


Act is amended by adding thereto, immediately 
after section 6 thereof, the following section: 


"6.1 Devices designed to convert sound to 
light signals for use by the deaf, when pur- 
chased on the written order of a registered 
medical practitioner.” 


C2)mSectionssLSMotf Part Vill *of Schedule 


III to the said Act is repealed and the follow- 
ing substituted therefor: 


“lore Artificial® limbs, with «6r without 
power, and all accessories and devices there— 
for, spinal and other orthopaedic braces: 
specially constructed appliances made _ to 
order for a person having a crippled or 
deformed foot or ankle; parts of the fore- 
going. 


19. Aural, nasal, mastectomy and other 
medical or surgical prostheses; materials for 
use in reconstructive surgery; ileostomy, 
colostomy and urinary appliances or similar 
articles designed to be worn by an indivi- 
dual; articles and materials, not including 
cosmetics, necessary for the proper applica- 
tion and maintenance of the foregoing. 


20. Canes and crutches designed for use by 
the handicapped; attachments, accessories and 
parts therefor. 


21. Surgical and dental instruments of any 
material; surgical needles; clinical ther- 
mometers and cases therefor; X-ray apparatus 
and X-ray film; microscopes valued at not 
less than fifty dollars each retail; parts of 
the foregoing; electric light lamps designed 
for use with the foregoing. 


22. Articles and materials for ‘use exclu- 
sively in the manufacture or production of 
the tax-exempt goods mentioned in this Part.” 


*Editor's Footnote: Wording of Bill C-5/ as passed by 
the House of Commons, June 22, 1981. 
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22 


30 
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40 
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(Second section of Editor's footnote on p. 10/7.) 


Section 29 of Bill C—-5/ 


Articles 
exempted 


Articles 
partially 
exempted 


29. (1) The tax imposed by section 2/7 does 


not apply stosthe: salesor gimpontation sorethe 
articles mentioned in Schedule III. 


(2) The tax imposed by section 2/ shall 
be--imposed)jonlyvon fiftyepermcent 06 sthetsale 
price if manufactured in Canada or fifty per 
cent of the duty-paid value if imported, of 
metric retail scales having a maximum 
weighing capacity of one hundred kilograms 
and specifically designed for the weighing of 
goods in retail operations, .when# sold sor 
imported before January 1, 1984. Reno 
Gaphbbel3s S.29%: LO F0=/1 =] 2 eee ceo? = SA 3 
1973-04 o @el2y-elsiilee 1 974e/.- 32/0 fiete 4s . l=: 
L976-7/aitc.08 MseA heal aksias B960-—Slyiie. 6:07 
Sie 2h 


(3)) ands G4) wiGRepealedin 51930-8115) fe.60, 
Sol Ze) 


(5). (Repealedse 970-7 l-72.ie.62 fase. ) 


(6) (Repealed, 1980-81, c.68, s.12.) 


PART VII 


GOODS ENUMERATED IN CUSTOMS TARIFF ITEMS 


1. Goods enumerated in tariff item 69210-1, 


69900=))5 AO)00=1 Vora 0Si5—1 Tin, SchedutemAgico 
the Customs Tariff. 


2. Goods enumerated in tariff item 69005-1, 


7 Q000=)ey A02 001s (0505-15 eh 05 06a en UB 10s ie 
7031 V-1 ead OS12=14 $97 0313=) a 0320 ley 0405-16 
70505-1 or 70800-1 in Schedule A to the Customs 
tare tts. 


3.. sand.4 ab Repeated... d 950-81 .ac.6c fas or) 
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(Editor's footnote continued) 
PART VIIL 


HEALTH 


i Any material, substance, mixture, compound 
or preparation, of whatever composition or in 
whatever form, including materials for use exclu- 
sively in the manufacture thereof, sold or 
represented for use in the diagnosis, treatment, 
mitigation or prevention of a disease, disorder, 
abnormal physical state, or the symptoms thereof, 
in humans or animals or for restoring, correcting 
One modityingis organic) siunctions: (Hime humans® tor 
animals, but not including cosmetics. 


2. Articles and materials for the sole use of 
any bona fide public hospital certified to be such 
by the Department of National Health and Welfare, 
when purchased in good faith for use exclusively 
by the said hospital and not for resale. 


Om Artificial breathing apparatus purchased or 
leased on the written order of ae registered 
medical practitioner by an individual afflicted 
with a respiratory disorder for his own use. 


3.1 Mechanical percussors for postural drainage 
treatment purchased on the written order of a 
registered medical practitioner. 


4, Artificial eyes. 


Die Artificial teeth and articles and materials 
for use in the manufacture thereof. 


65 Hearing aids and parts therefor, including 
batteries specifically designed for use therewith. 


6.1 Devices designed to convert sound to light 
signals for use by the deaf, when purchased on the 
written order of a registered medical practitioner. 


7. Laryngeal speaking aids and parts therefor, 
including batteries specifically designed for use 
therewith. 


8. Piast] Cuesubesculmedrapes wet Ona use during 
surgical operations and articles and materials for 
use in the manufacture thereof. 
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(Editor's footnote continued) 


9. Prepared surgical skin closure devices and 
articles and materials for use in the manufacture 
thereof. 


10. Prepared surgical sutures. 


ke, Eyeglasses and contact lenses for the 
treatment or correction of a defect of vision when 
prepared in accordance with the prescription ‘of a 
medical practitioner or an optometrist and parts 
therefor. 


be Communication devices, for use with 
telegraph or telephone apparatus, purchased or 
leased on the written order of a registered 
medical practitioner for the assistance of the 
deaf and the dumb. 


MEBs Invalid chairs, commode chairs, walkers, 
wheel-chair lifts and similar aids to locomotion, 
with or without wheels; motive power and wheel 
assemblies therefor; patterning devices; toilet, 
bath and shower seats; all the foregoing specially 
designed for the disabled, and such other 
equipment as may be prescribed by regulation of 
the Governor in) Councile%as being “aids *to® the 
mobility of the disabled; accessories and 
attachments: ‘for all ‘thesvforegoing; “including 
batteries specially designed for use therewith. 


14. Selector control devices, purchased or 
leased on) the owritten” order Por lta ‘reqistered 
medical practitioner, specially designed for use 
by physically handicapped persons to enable such 
persons to select, energize or control various 
household, industrial and office equipment. 


1% Heart monitoring devices, purchased or 
leased on the written order of a registered 
medical practitioner by an individual afflicted 
with *heartuedisease: for his Sownluse; “aneluding 
batteries specially designed for use therewith. 


Lior Hospital beds purchased or leased on the 
written order of a registered medical practitioner 
by an incapacitated person for his own use. 


17. Needles and syringes designed for medical 
purposes. 
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(Editor's footnote continued) 


18. Artificial limbs, with or without power, 
and all accessories and devices therefor; spinal 
and other orthopaedic braces; specially 
constructed appliances made to order for a person 
having a crippled or deformed foot or ankle; parts 
of the foregoing. 


19. Aural, nasal, mastectomy and other medical 
or surgical prostheses; materials for use in 
reconstructive surgery; ileostomy, colostomy and 
urinary appliances or similar articles designed to 
be worn by an individual; articles and materials; 
not including cosmetics, necessary for the proper 
application and maintenance of the foregoing. 


20. Canes and crutches designed for use by the 
handicapped, attachments, accessories and parts 
therefor. 


alee Surgical and dental instruments of any 
material; surgical needles; clinical thermometers 
and cases therefor; X-ray apparatus and X-ray 
film; microscopes valued at not less than fifty 
dollars eachs, xcetail;e parts. of lathe co foregoing; 
electric light lamps designed for use with the 
foregoing. 


22. Articles and materials for use exclusively 
in the manufacture or production of the tax-exempt 
goods mentioned in this Part. 
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APPENDIX 4 


Minister's Letter of Reference, Tariff Board Reference 134 


OttawasiMarchy2 440i 964 


Mr. L.C. Audette 
Chairman 

The Tariff Board 
Ottawa. 


Dear Mr. Audette: 


As I indicated in my Budget Speech of March 16, I have received 
a number of representations respecting the special end-use items in 
the tariff which provide for the free entry of certain equipment and 
materials for use by hospitals, educational and religious institu- 
tions. It has been suggested, on the one hand, that the existing 
tariff items be broadened to cover a wider range of commodities and 
that duty free entry privileges be extended to additional groups and 
organizations, both non-profit and commercial, which do not currently 
enjoy such benefits. 


On the other hand, it has been suggested that duty free entry 
under these items should be restricted to goods which cannot be 
supplied by Canadian producers. 


It has also been suggested that the reference to “philosophical” 
instruments and apparatus in tariff items 462 and 696 is out of date 
and in need of review. 


I, therefore, direct the Tariff Board to make a study and report 
under section 4(2) of the Tariff Board Act on items 4/76a, 476b and 
696 in Schedule "A" of the Customs Tariff. The Board's study should 
include tariff item 462 in so far as it relates to philosophical 
instruments. The Board may also include in its study other items 
which it considers relevant to its enquiry. 


If the Board's study should indicate that amendments to the 
Customs Tariff are desirable, I would request the Board to prepare a 
revised schedule of tariff items, with recommendations as to rates of 


duty. 


Yours sincerely, 


W.L. GORDON 
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Tariff Board Reference 134, Recommendations Respecting Tariff Item 
47810-1 


Recommended Item IV 


IV Aural, nasal, mastectomy and other medical 
Or surgical prostheses; materials for 
use in reconstructive surgery; ileos- 
tomy, colostomy and urinary appliances 
or articles other than infants' pants 
and diapers, designed to be worn by an 
individual; materials and articles re- 
quired therewith for proper application 
and maintenance 


Free Free Free 


This Recommended Item reproduces the words and rates of 
Existing Item 47810-1 with the addition of the words “or articles 
other than infants' pants and diapers”. 


The proposals of the Canadian Medical Association included free 
entry of incontinence equipment designed to be worn by the indivi- 
dual. The list of such equipment extends beyond the goods which 
would ordinarily be called appliances, and Recommended Item IV, by 
the addition of the word “articles”, is intended to provide free 
entry for articles such as pads and rubber and plastic pants which 
are designed to be worn by handicapped persons, but not for incon- 
tinence goods normally used for infants and small children. 


This Recommended Item, then, would include these additional 
articles as well as the goods now enumerated in tariff item 4/810-1; 
imports under the latter item, in 1966, were valued at almost one 
million dollars. 
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APPENDIX 6 


Tariff Board Reference 134, Recommendations Respecting Tariff Item 
47600-1 


Recommended Item X 


X X-ray apparatus and X-ray film; micro- 
scopes, illuminating devices and stands 
for use therewith; the following sur- 
gical, dental, veterinary and diagnostic 
articles: instruments; sterilizers; 
cobalt-therapy units; anesthesia, sur- 
gical suction and oxygen administering 
apparatus including motive power and 
wall outlets but not piping systems. 
Parts of all the foregoing; electric 
light lamps designed for use with all 
the foregoing; portable cases and con- 
tainers for all the foregoing 


Free Free Free 


This Recommended Item would provide, without restriction 
as to end-use or made-in-Canada status, for surgical suction appa- 
ratus including motive power; such apparatus is now eligible for free 
entry under Existing Item 47610-1 but only when of a class or kind 
not made in Canada and for the use of a public hospital. 


With the exception of certain portable containers, the 
other goods enumerated in this Recommended Item are now admitted free 
of duty under Existing Item 47600-1. The minimum value for micro- 
scopes which appears in that existing item would be eliminated 
because it is considered to be obsolete and unnecessary. The Recom- 
mended Item would include clinical thermometers, surgical needles and 
other surgical and dental instruments now enumerated in Existing Item 
47600-1. For purposes of clarification, veterinary and diagnostic 
uses are mentioned explicitly, as are sterilizers, cobalt-therapy 
units and anesthesia, surgical suction and oxygen administering 
apparatus; piping, for the latter three, which is to be incorporated 
into the building would be explicitly excluded. 


The Recommended Item further provides for portable con- 
tainers for the articles enumerated in the item, whereas Existing 
Item 47600-1 provides only for cases for clinical thermometers. 


Imports under Existing Item 47600-1 were valued at some 
$46 million in 1966. 
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APPENDIX 7 


Effect of Proposed Amendment to the Customs Tariff on Selected Dental 
Materials Used in Reconstructive Surgery 


From: Duty-Free Status 


Los 

Included in 
Product Tariff Item M.F.N. Rate 
Amalgams 92849-1 14.4% 
Amalgams (not of 
precious metals) 928581 14.4% 
Screws (dental) 43010-2 eer 


Plastic articles, 
emulsions, powders, 
dispersions, 


mouldings 93907—1 L504 
Dental adhesives 23200-1 Leeds 


Polyacrylic type 
moulding 
compositions 93902-48 Doz 


APPENDIX 8 


= Clio = 


Article II of the General Agreement on Trade and Tariffs 


(a) 


(b) 


(c) 


Article II 
Schedules of Concessions 


Each contracting party shall accord to the com- 
merce of the other contracting parties treatment 
no less favourable than that provided for in the 
appropriate Part of the appropriate Schedule 
annexed to this Agreement. 


The products described in Part I of the Schedule 
relating to any contracting party, which are the 
products of territories of other contracting 
parties; shall, on -theireimportation into lthe 
territory to which the Schedule relates, and 
subject to the terms, conditions or qualifica- 
tions set forth in that Schedule, be exempt from 
ordinary customs duties in excess of those set 
forth and provided for therein. Such products 
Shall also be exempt from all other duties or 
charges of any kind imposed on or in connection 
with importation in excess of those imposed on 
the date of this Agreement or those directly and 
mandatorily required to be imposed thereafter by 
legislation in force in the importing territory 
on that date. 


The products described in Part II of the Sched- 
ule relating to any contracting party which are 
the products of territories entitled under 
Article I to receive preferential treatment upon 
importation into the territory to which the 
Schedule relates shall, on their importation 
into such territory, and subject to the terms, 
conditions or qualifications set forth in that 
Schedule, be exempt from ordinary customs duties 
in excess of those set forth and provided for in 
Part IL of that Schedule. Such products shall 
also be exempt from all other duties or charges 
of any kind imposed on or in connection with 
importation in excess of those imposed on the 
date of this Agreement or those directly and 
mandatorily required to be imposed thereafter by 
legislation in force in the importing territory 
on that date. Nothing in this Article shall 


eee 


prevent any contracting party from maintaining 
its requirments existing on the date of this 
Agreement as to the eligibility of goods for 
entry “at _preferential’ rates’ of duty: 


2. Nothing in this Article shall prevent any contracting 
party from imposing at any time on the importation of any 
product: 


(a) A charge equivalent to an internal tax imposed 
consistently with the provisions of paragraph 2 
of Article III in respect of the like domestic 
product or in respect of an article from which 
the imported product has been manufactured or 
produced in whole or in part; 


(b) any anti-dumping or countervailing duty applied 
consistently with the provisions of Article VI; 


(c) fees or other charges commensurate with the cost 
of services rendered. 


3. No contracting party shall alter its method of deter- 
mining dutiable value or of converting currencies so as to 
impair the value of any of the concessions provided for in 
the appropriate Schedule annexed to this Agreement. 


4, If any contracting party establishes, maintains or 
authorizes, formally or in effect, a monopoly of the 
importation of any product described in the appropriate 
Schedule annexed to this Agreement, such monopoly shall 
not, except as provided for in that Schedule or as other- 
wise agreed between the parties which initially negotiated 
the concession, operate so as to afford protection on the 
average in excess of the amount of protection provided for 
in that Schedule. The provisions of this paragraph shall 
not limit the use by contracting parties of any form of 
assistance to domestic producers permitted by other 
provisions of this Agreement. 


5. If any contracting party considers that a product is 
not receiving from another contracting party the treatment 
which the first contracting party believes to have been 
contemplated by a concession provided for in the appro- 
priate Schedule annexed to this Agreement, it shall bring 
the matter directly to the attention of the other con- 
tracting party. If the latter agrees that the treatment 
contemplated was that claimed by the first contracting 
party, but declares that such treatment cannot be accorded 
because a court or other proper authority has ruled to the 
effect that the product involved cannot be classified 
under the tariff laws of such contracting party so as to 
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permit the treatment contemplated in this Agreement, the 
two contracting parties, together with any other contract- 
ing parties substantially interested, shall enter promptly 
into further negotiations with a view to a compensatory 
adjustment of the matter. 


6. (a) The specific duties and charges included in the 
Schedules relating to contracting parties 
members of the International Monetary Fund, and 
margins of preference in specific duties and 
charges maintained by such contracting parties, 
are expressed in the appropriate currency at the 
par value accepted or provisionally recognized 
by the Fund at the date of »this Agreement. 
Accordingly, in case this par value is reduced 
consistently with the Articles of Agreement of 
the International Monetary Fund by more than 
twenty per  tecentumyy such aspecific | :dutdes! tand 
charges and margins of preference may be 
adjusted .to take account of such reduction; 
Provided that the CONTRACTING PARTIES (i.e., the 
contracting parties acting jointly as provided 
for in Article XXV) concur that such adjustments 
will not impair the value of the concessions 
provided »forssinwether ‘appropriate “Schedwles or 
elsewhere in this Agreement, due account being 
taken of all factors which may influence the 
need for, or urgency of, such adjustments. 


(b) Similar provisions shall apply to any contract- 
ing party not a member of the Fund, as from the 
date on which such contracting party becomes a 
member of the Fund or enters into a special 
exchange agreement in pursuance of Article XV. 


7. The Schedules annexed to this Agreement are hereby 
made an integral part of Part I of this Agreement. 
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EDITOR'S APPENDIX I 


Information on Amendments to the 
Excise Tax Act and Lists 

of Regional Customs Offices and 
Regional Excise Offices 


Information on Amendments to the Excise Tax Act 


The Excise Branch of the Department of National Revenue has 
recently prepared a memorandum on the subject surgical and dental 
instruments relating to the exempting provision found in Section 2] 
of Part VIII of Schedule III of the Excise Tax Act. This information 
paper concerning the application of the federal sales tax to such 
instruments will be available soon from Regional Excise Offices which 
are listed in this editor's appendix. 


REGIONAL CUSTOMS OFFICES 


Region Address Telephone 
(Public Inquiries) 


Atlantic Customs Office 
6169 Quinpool Road 
Halifax, Nova Scotia 
B3J 3G6 (902) 426-2911 


Que bec Customs Office 
eect ndTe ot. 
Québec (Québec) 
G1K 7P6 (418) 694-4445 


Montreal Customs Office 
400 Youville Square 
Montréal (Québec) 


H2Y 3N4 G54 263-2953 

Ottawa Customs Office S62 00eto 4:30 p.m. 
360 Coventry Road (610) 9 993-0534 
Ottawa, Ontario After 4:30 p.m. and 
K1IK 2C6 wknds 


(o13)996-33726 


Region 


Toronto 


Hamilton 


London 


Windsor 


Winnipeg 


Saskatchewan 


Alberta 


Pacitie 
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Address 


Customs Office 


P.Of Bowesli0) §Seatdon ae 


Manulife Centre 
LOthVEloor, 

55 Bloor Street West 
Toronto, Ontario 
M5W 1A3 


Customs Office 

10 John Street South 
Hamilton, Ontario 
L8N 3V8 


Customs Office 
P1024 BOND 940 
Terminal "A" 

451) Talbot Street 
London, Ontario 
N6A 5C9 


Customs Office 

185 Ouellette Street 
Windsor, Ontario 
N9A 4H8 


Customs Office 
Federal Building 
269 Main Street 
Winnipeg, Manitoba 
R3C 1B3 


Customs Office 

204 Towne Square 
1919 Rose Street 
Regina, Saskatchewan 
S4P OPI 


Customs Office 
220-4th Avenue S.E. 
Suite 720 

Calgary, Alberta 
T2P 2M/ 


Customs Office 

1001 West Pender Street 
Vancouver, B.C. 

V6E 2M8 


Telephone 


Weekdays 
Soc O0ea.m.n to 4 
(416) 966-8022 
Sat Dull. and 
holidays 
(416) 676-3643 


(416) 523-2891 
evenings and 
wknds 

(416) 679-6202 


3.0 Dye ils 


oe OO" a tire Coe h2 00 


mdnt 
7 days a week 


(o19)M679-4130 


(519) 254-9202 
CEsctis 1254/55) 


(204) 949-6004 


(306)86359-6212 


Oo Osa ei ae Ome 


(403) 231-4660 


(604) 666-1545 


OO 8p. ml. 


Region 


Atlantic 


Québec 


Montréal 


Ottawa 


Toronto 


Sew. 
Ontario 


Winnipeg 


REGIONAL EXCISE OFFICES 


Address 
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6169 Quinpool Road 


2nd Floor 
P.O. Box 
Hal itax:, 
BIJ ZZo 


410 Chare 
PENSE LOOr 
P.O. Box 
Terminal 
Québec Ci 
G1K 7M9 


400 Youvi 
7th Floor 


PO. BOx sO 092, 


Montréal, 
H3G 33 


1658 
IN 5S 5 
st. Bivd EE. 
SEAN PAP APOE 


ty, Québec 


lle Square 


Stale on 
Québec 


360 Coventry Road 


POs Box 


8257 


Ottawa, Ontario 


K1G 3H/ 


Zootaolain, AV. Bis 


4th Floor 
Oe yep 
LOLOnNLO:, 
M4T 2L/ 


Dominion 
3rd Floor 


L005" station 
Ontario 


Public Bids. 


457 Richmond Street 


PaO lxeps 
Terminal 


5548 
A 


London, Ontario 


NOA 4R3 


Royal Bank Bldg. 


13th? Flos 
E20arOrta 
P.O... Box 
Winnipeg, 
R3C 2W2 


r 

ge Avenue 
LOZZ 
Manitoba 


aNe 


"Qn 


902) 


(418) 


(514) 


(613) 


(416) 


(519) 


(204) 


Ted. No. 


426-3758 


694-4376 


283-6 200 


993-0040 


966-6 56 1 


679-4145 


949-4016 
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Region Address Tel. No. 
Calgary Federal Bldg. 
Room 470 


220=4th Ave. Seis 

POBox 2525 

Station, Me 

Calgary, Alberta 

T2P 387 (403) 23 0=s676 


Pacific 460 Nanaimo Street 
P.O. Box 69090 
Station, kK 
Vancouver, B.C. 
V5K 4X2 (604) 666-3753 
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EDITOR'S APPENDIX II 


Dental Prosthetic Tariff Items, effective pending passage by Parliament, 
as of November 12, 1981, as shown in SCHEDULE "A" of the Customs Tariff. 


Tariff Items Goods Subject to Duty and Free Goods British Most General General U.K. and 
Date and 
No. of Memo 


Prefer- Favoured- Tardis Preter- freland 
ential Nation ential 
WieWestiaor Tariff Taveis 


Dental prostheses and parts thereof; mate- 
rials that form a component part of the 
foregoing when used in the manufacture of 
dental prostheses or that are specifically 
designed for use during the manufacture of 
dental prostheses but do not form a compo- 
nent part thereof; materials, excluding 
anaesthetics, for use in dental recons- 
tructive surgery: 


*48001-1 Other than thes fo dWowing i. scics ¢ ois's elsiclvie ee ¢ Free Free 25 Pies Free Free 


*48002-1 Dentures, bridges, crowns, and other similar 

dental prostheses werrecccsccccccvccseces (14.8 pec.| 14.8 pec. LIU Pairs 9.5 p.ec.}| 14.8 pec. 
MFN scheduled rate changes: Table 2, Line 29 
GPT scheduled rate changes: Table 3, Line 29 


*48003-1 Artificial teeth, not mounted, and material 
for use only in the manufacture thereof . Free Free Pree Free Free 
*48004-1 Dental casting wax, dental plasters, dental 


stone, silica sand investments and other 
similar materials for making casts or 
models for dental purpOSeS .ececcecccceee Free Free 2D) Diels Free Free 


*48005-1 Acrylic moulding compositions, whether or 
not fully formulated, when for use in the 
manufacture of dental prostheses ........ 10 p.e. 10 p.c. 2D) PisiGre 6D prcet 10 pic. 


*4 8000-1 Composition metal, but not including such 

metals in powder or pellet form, for 

dental PUrPOSES ceveceevseeseevreesescvecs Free 6.8 p.c. 10 p.c. Free Sigs) wees 
MFN scheduled rate changes: Table 2, Line 82 


*4800/7-1 Metal alloys, including alloys of precious 
metals, prepared for use in dental 

amalgams by the mere addition of mercury; 
dental amalgams and other similar dental 


filling materials ..cccececececrccccccsees 10 p.c. 2S Dy Pisin 25 peCe 8 pec. 12D) piece 
*48015-1 Models or casts used in the manufacture of 

dentures, bridges, crowns or other similar 

dental proStCheSeS .eceseesevcecsenevscecs Free Free 25 pPeCe Free Free 
*48016-1 Dental impression compounds including 


impression waxes, whether or not in kit 
PP OMIN ar eheteietel efereisierererersierevelsisisiainieisie/sieelsveleiessteve WORX joeGi! Woe) joer PI I KEC 5 pieCe Oe) (SS 


x Pending passage by Parliament of the Notice of Ways and Means Motion tabled on November Wes ISK enh 
(D47-543E), entries under these tariff items will be accepted “Subject to Amendment”. 


January 1, 1982 
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